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MILL MUTUALS 


ARE GENERAL FIRE INSURANCE CARRIERS 





Millers Mutual Fire Insurance Co....................+.+.+......+Harrisburg, Pa. 
Millers Mutual Fire Insurance Co..........................Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co...................... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association..........................Alton, II. 
Grain Dealers National Mutual Fire Ins. Co...................Indianapolis, Ind. © 
Western Millers Mutual Fire Insurance Co....................Kansas City, Mo. 
National Retailers Mutual Insurance Co.........................-Chicago, Ill. 
Michigan Millers Mutual Fire Insurance st ER ea as . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co..........................-Des Moines, Ia. 


MILL MUTUAL FIRE PREVENTION BUREAU 
400 W. Madison St., Chicago, IIl. 


A service organization maintained by the Mill Mutuals. 
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“Ne HELP WANTED?” is the story, Employers know that physically handi- 
told in sound motion picture, of capped persons are faithful, safe workers 
ae ae yee eee nN ... that they do not cause insurance costs 


te to be increased . . . that they do not re- 
to overcome the handicap of war injur- 


are ' quire special attention. 
: ies, and to go back to their jobs in busi- 


A ness and industry. Fellow workers know that physically 

> handicapped workers do not slow down 

A short version of this outstanding production . . . that they work safely and 

and unusual film will be shown in leading stay on the job . . . that handicapped 

S motion picture theatres throughout the veterans are good to have in their de- 
nation during the week of October 6. partment. 





NO CHARGE TO YOU 


FOR USE OF FILM 


“NO HELP WANTED” is a 16mm sound film produced as a pub- 
lic service by the National Association of Mutual Casualty Com- 





cas 


on panies and is intended for showing before all groups interested 
ad. in the employment of handicapped persons. Running time: 18 
fo, | minutes. For further information write: 

il. 

ch. 

Ta. 


| NATIONAL ASSOCIATION OF MUTUAL CASUALTY COMPANIES 


919 NorTH MICHIGAN AVENUE — CHiIcaAGco 11, ILLINOIS 
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D. J. GALBRAITH, M. B. 


President 


INTERNATIONAL ASSOCIATION OF INDUSTRIAL 
ACCIDENT BOARDS AND COMMISSIONS 


EW head of the International Association of Industrial Accident Boards and Commissions, 

by virtue of his election to the presidency at the recent annual meeting of the organiza- 
tion held in Portland, Oregon; is D. J. Galbraith, M. B., of Toronto. Dr. Galbraith is vice-chair- 
man of the Workmen’s Compensation Board of Ontario, and his address describing the province's 
activities in compensation and rehabilitation of injured workers was one of the highlights of 
the convention. 
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GAIN IN CRIMES AGAINST PROPERTY 
HAS SIGNIFICANCE FOR INSURANCE 


HEN the Federal Bureau of 

Investigation last spring com- 
pleted the compilation of its statistics 
upon 1945 crime, the general impres- 
sion that the United States is in the 
grip of a postwar crime wave was 
fairly well confirmed. The record 
showed a 12.4% increase in serious 
offenses over 1944, with an increase 
ot 12.5% in crimes against property, 
and an increase of 27% in value of 
property stolen. 


At the time the JouRNAL or AMER- 
ICAN INSURANCE made a number of 
specific inquiries of the Federal Bu- 
reau of Investigation, and was advised 
that the increases were more pro- 
nounced and widespread throughout 
the nation than have been recorded 
in many years. A substantial upswing 
in crime was registered for cities of 
all sizes, and in each of the nine geo- 
graphic divisions of the country. The 
crime increase in 1945 was termed 
the greatest in fifteen years since this 
Federal agency began tabulating na- 
tionwide crime statistics. Upon that 
occasion no actual figures were avail- 
able for the early months of 1946, 
but inquirers were given to under- 
stand that the upswing in crime was 
continuing. 


How accurate this opinion was has 
now been demonstrated, with the is- 
suance of the Federal Burear ~ In- 
vestigation’s semi-annual bu. 7 
the subject. The trend has not ou. 
continued, but is moving upward at 
an accelerated rate. 

There was a 13% increase in ser- 
ious crime in the United States dur- 
ing the first six months of 1946, and 
crimes against property more than 
held their own in the general advance. 
There was a 31.8% increase in rob- 
beries, a 17% increase in burglaries, 
a 15.5% increase in auto thefts, and 


a 9.8% increase in larcenies. The in- 
crease in the total value of property 
taken in burglaries went up 27%, that 
taken in robberies rose 22.1%, that 
taken in larcenies was 20.4% greater, 
and that taken in automobile thefts 
was 12.6% higher. The loot in the 
average offense against property was 
47% higher than last year. Of the 
automobiles stolen 96% were recover- 
ed, but only 18% of other property 
was recovered. 


There was some levelling off in 
youthful crime, but in most categor- 
ies it was still so high as to rob the 
change of much of its significance. 
During the first half of 1946, of all 
persons arrested 35% were less than 
twenty-five years of age. Yet those 
under this age numbered 55.6% of 
those charged with robbery, 62.2% 
of those charged with burglary, 47% 
of those charged with larceny, and 
76.8% of those charged with auto 
theft. 

Generally the highest crime rates 
for serious offenses are in the large 
cities, but this year smaller cities are 
showing the sharpest increases in 
more categories than the larger com- 
munities. The highest rates for crimes 
against the person are in the south- 
eastern states, while the Pacific coast 
shows the largest figures for crimes 
against property. Except in murder, 
the increase in crimes in rural areas 
‘uring the first half of 1946 was 
gy. ater than in urban areas. Rural 
crime increased 19.6%. A 48.4% in- 
crease in robberies and a 34.3% in- 
crease in auto thefts were the most 
marked. 


The arson picture showed no im- 
provement. In 1945 there were 614 
arrests for arson, and in the first half 
of 1946 there were 340; if the trend 
continues this year will show a sub- 
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stantial increase in the number of 
arson arrests, although this may indi- 
cate greater efficiency by law enforce- 
ment authorities rather than an in- 
crease in the number of arson fires. 


In a recent issue of this publication 
Richard C. Steinmetz, chief special 
investigator for the Mill Mutual Fire 
Prevention Bureau, pointed out that 
there has been a steady increase in 
the percentage of individuals under 
twenty-five years of age arrested for 
arson, and that this suggested that 
there is an increase in arson for mo- 
tives other than the standard one of 
defrauding an insurance company. 
His point was that the youthful ar- 
sonist is seldom possessed of enough 
insured property to make it worth his 
while to burn it to collect under an 
insurance policy. 


The first six months of 1946 indi- 
cated some possible changes in this 
trend. The percentage of persons un- 
der twenty-five years of age arrested 
for arson during that period consti- 
tuted 35.6% of all arson arrests, 
which is the lowest since 1941. In 
1945 the figure was 41.4%, the year 
before 41.2%, and the year before 
that 39.2%. ‘ 


The fact that crime is definitely 
ou the increase is full of significance 
for insurance, and is a trend that 
should be called to the attention of 
the insurance-buying public, which 
has not tended to insure itself against 
the hazards of crime as it has against 
fire and accident. If fire losses or 
traffic accidents showed the huge in- 
creases that the F. B. I. is noting in 
crime this year, there would be few 
other topics of conversation in insur- 
ance circles. 


“NO HELP WANTED” AND 
THE FILM EXHIBITORS 


ONTHS ago, when the Nation- 

al Association of Mutual Cas- 
ualty Companies ordered production 
of a sound motion picture titled “No 
Help Wanted,” there was some feel- 
ing that theater owners might shy 
away from exhibiting a film which 
told the story of the disabled veteran 
of World War II on the road back 
to his place in American business and 
industry. Theater owners often have 
been condemned for a box-office tim- 
idity which militates against their 
showing unusual productions. 


The eagerness with which managers 
of leading motion picture theaters in 
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the nation’s major cities booked “No 
Help Wanted,” for its first public 
showings during the week of October 
6, indicates that they are a much 
maligned class of citizens. Those who 
had an opportunity to see the picture 
in advance were enthusiastic about in- 
corporating it in their programs; for 
many others a description of its sub- 
ject matter and treatment were suffi- 
cient to prompt immediate bookings. 
Apparently the motion pictures which 
exhibitors hesitate to show are those 
which they do not think would appeal 
to audiences ; when the appeal is there, 
there is no hesitation. 


As recognition of the excellences 
of the physically handicapped worker 
icreases, many groups will be given 
credit for the result. One group which 
should not be overlooked, for the 
great practical aid which it has given, 
is that made up of the operators of 
America’s motion picture theaters. 


COMPENSATION 
PRACTICE IN ONTARIO 


F such information readily could 

be collected, it would be extreme- 
ly interesting to learn the reactions 
ot United States insurance company 
executives and workmen’s compensa- 
tion administrators to the thoughtful 
address delivered by Dr. D. J. Gal- 
braith of Toronto a few weeks ago 
at the annual meeting of the Interna- 
tional Association of Industrial Acci- 
dent Boards and Commissions. Dr. 
Galbraith, who was chosen president 
of the International Association for 
the coming year, is vice-chairman of 
the Ontario Workmen’s Compensa- 
tion Board. The subject of his ad- 
dress was “Ontario’s Conception of 
Responsibility for Injured Work- 

”” 

men. 


One reaction doubtless would be 
endorsement of many of the principles 
and procedures which he described, 
some of which already are being fol- 
lowed in this country. Another prob- 
ably would be that the system of 
which he spoke could not be expected 
to operate in the United States with 
anything like the same degree of suc- 
cess it enjoys in Canada, and that it 
would not equal in performance a sys- 
tem of private workmen’s compensa- 
tion insurance under state supervision. 
Under the Ontario system a monopo- 
listic government insurance fund has 
sole responsibility for providing med- 
ical aid and workmen’s compensation 
to injured workers—with the closely 
related responsibilities of providing 


accident prevention, first aid facili- 
ties, rehabilitation and job placement, 
premium or assessment rates, and the 
collecting, investment and disburse- 
ment of funds. Acceptability of con- 
centration of such power in a single 
board, without judicial review of its 
actions, would be doubtful in the 
United States. 


One feature of the Ontario system 
is that, while the injured workman 1s 
permitted to choose his own doctor, 


_the Workmen’s Compensation Board 


reserves and frequently exercises the 
right to remove the injured person 
from that doctor’s care and to place 
him in the care of a specialist. An 
educational campaign has led to such 
wide acceptance of this principle by 
Ontario medical men that in difficult 
cases many doctors request assistance 
or assignment of the patient to a bet- 
ter qualified physician. 


The relatively large medical staff 
maintained by the Ontario Work- 
men’s Compensation Board, and the 
important part which its members 
play in the system’s operation, were 
pointed out by Dr. Galbraith, with 
special attention called to the fact that 
ali disability ratings are made solely 
by the Board’s staff. Whether this 
would become an impossible burden 
in some of our highly industrialized 
states, or would win the approval of 
the medical profession in this country, 
are questions to which no accurate 
present answers seem available. 


He stressed especially the record of 
the Ontario Board in the field of re- 
habilitation, which is considered out- 
standing, and probably excels what 
is being done in this country save in 
some areas by insurance carriers, and 
semi-public and public rehabilitation 
organizations. The Ontario method 
is to bring the rehabilitation services 
to the injured workman immediately, 
and its proved effectiveness makes it 
worthy of serious thought. 


The benefits provided under the 
Ontario law, which include life pen- 
sions regardless of future earnings 
when disability exceeds a certain per- 
centage, are not, of course, an insur- 
ance matter. They involve a balanc- 
ing of the needs of the injured work- 
man for the nearest possible approach 
to his normal earnings against the 
ability of industry to bear the cost 
involved. The position of United 
States insurance carriers has been 
that they should neither favor nor 
oppose legislation relating to benefits, 
but should serve merely as advisers 
with respect to technical details in the 
framing and administration of such 
legislation. 
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SOME SIDELIGHTS ON HOUSING 


HEN Wilson W. Wyatt went 

from Kentucky to Washington, 
on the first day of this year, there 
already were millions of Americans 
who knew that a serious shortage 
of housing existed in this country, 
and who understood that the situation 
was almost certain to become more 
acute as the number of discharges 
from the armed forces increased. 
Those whom the shortage affected 
personally, in the sense that they were 
unable to find suitable shelter, were 
sharply conscious of the problem. 
Those whom it affected only indirect- 
ly were vaguely uneasy over its pres- 
ence. 


When the Wyatt report was pre- 
sented to President Truman some 
five weeks later, asserting that there 
was urgent need for three million 
moderately and low-priced homes and 


By H. C. Hallam 


apartments to be erected during the 
next two years, the picture of the 
housing shortage began to emerge a 
little more clearly. 


When the President appointed 
Wilson W. Wyatt as housing ex- 
pediter and national housing admin- 
istrator, with the injunction that he 
“make no little plans” for solving 
the nation’s housing problem, and 
the new administrator lost no time in 
establishing his “targets” and getting 
to work on his program, there was 
a general feeling that progress toward 
relief of the housing famine would 
not be long in coming. 


Now, some eight months later, not 
very many Americans are quite sure 
just what is going on. The Wyatt 
program, the many expedients which 
have had to be adopted in connection 


with it, and the impact of events cer- 
tainly have had the effect of inter- 
esting everyone in the problem of 
housing. But whether real progress 
is being made is something upon 
which even the experts seem unable 
to agree. Government officials con- 
cerned with housing indicate that the 
program is moving along fairly well; 
their opponents say the program is 
not getting anywhere. 


There is just as much disagree- 
ment as to the reasons for the diffi- 
culties which undeniably have arisen. 
Some blame manpower shortages, 
some material shortages, some gov- 
ernment red tape. There is talk of 
black markets in key building materi- 
als, of spotty production and distri- 
bution which holds up completion of 
houses for want of a single item, 
of outmoded building code restric- 





This is how prefabricated 


houses go up 





when labor and materials are readily avail- 


able, according to photographs furnished by 


Ford Factory-Built Homes of McDonough, 
N. Y. 
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tions, of the discouraging effect of 
rental ceilings upon multiple dwell- 
ing construction, of an excess of com- 
mercial construction in comparison 
with residential construction. 


The insurance business generally 
has been very much interested in de- 
velopments concerning housing since 
they first came into prominence. 
There is the key fact that new con- 
struction of any kind converts into 
insurable physical values the proper- 
ty of individuals which may have 
existed before only in such intangible 
forms as bank deposits or securities. 
There is the impetus given to casualty 
insurance of many types by the pro- 
tection required by builders. There 
are questions of the possible increase 
(or decrease) in fire hazards involved 
in the use of new materials in new 
ways, in the setting up of new con- 
centrations of structures upon the 
foundations of old municipal water 
supplies and fire-fighting facilities. 
There are questions of how channel- 
ing materials into certain types of 
construction will affect the adjust- 
ment of losses upon damaged struc- 
tures of other types—an especially 
important consideration when types 
of policies such as those indemnifying 
for business interruption are concern- 
ed. There are questions of the modi- 
fication of building codes and safety 
codes in the interest of getting the 
job of furnishing housing completed. 


An overall appraisal of how satis- 
factorily the housing program is pro- 
gressing is beyond the scope of a 
brief article, even if there were not 
so many contradictory statistics and 
so many conflicting opinions. But an 
effort has been made to secure infor- 
mation upon several points which 
might be of special insurance interest 
in connection with the housing situ- 
ation, and to set them down here for 
what they are worth. 


The National Housing Agency says 
that its program for veterans’ housing 
involves no definite changes in Amer- 
ica’s present housing pattern, beyond 
the temporary emphasis which is being 
placed upon prefabricated structures. 
Starting construction of these was 
limited to 700,000 for the 1946-1947 
period. The guaranteed market pro- 
vision in connection with prefabri- 
cated housing would not apply to 
more than 200,000 units at any one 
time during the program period. 


Prefabricated housing was in the 
picture long before the present pro- 
gram was undertaken, and the Na- 
tional Housing Agency points out 
that “prefabs” are neither “cracker 
boxes” nor “garbage cans”, as some 
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have termed them. The prefabricated 
housing industry is reported to be 
moving ahead rather slowly, even 
where plywood and similar materials 
have been available, with material 
shortages having proved something of 
a handicap to metal and concrete pre- 
fabricators. 


The National Housing Agency 
does not feel that emphasis upon pre- 
fabricated housing will materially 
change the situation with respect to 
fire hazards, as such housing always 
has had to meet local code and fire 
safety requirements. There has been 
some feeling in insurance circles that 
prefabricated houses might be respon- 
sible for increasing fire hazards, both 
in themselves and as hazards to other 
structures. This has been denied by 
those who have pointed out that there 
is much use of metal, concrete, and 
similar non-flammable materials in 
prefabricated construction, and that 
the result will be a decrease in fire 
hazard. 


Whatever the situation, prefabri- 
cated housing manufacturers must 
design products which comply with 
Federal Housing Administration min- 
imum requirements before they can 
secure priority orders for materials. 
Such manufacturers must comply 
with building code requirements and 
Federal Housing Administration re- 
quirements if they want mortgages 
insured. To obtain the benefit of pri- 
orities they must meet government 
“HH” minimum property standards, 
including provisions touching fire 
protection and safety. Wooden pre- 
fabricated houses are not fire-resist- 
ant, but neither are conventional 
frame houses. Metal and concrete 
prefabricated houses are less hazard- 
ous than wooden prefabricated houses, 
just as conventional’brick houses are 
less likely to sustain heavy fire dam- 
age than conventional frame houses. 


Mass production of factory-built 
housing will be a decisive factor in 
providing veterans with low-cost 
homes within the time limits of the 
emergency housing program, admin- 
istrator Wyatt has stated, adding that 
in giving every possible assistance to 
producers of industrially-built houses 
and components the National Hous- 
ing Agency will provide for govern- 
ment testing of promising new ma- 
terials and new construction methods. 
He considers progress being made in 
concrete houses “encouraging” and in 
metal houses “promising”, in that 
they lend themselves to assembly line 
production. ‘ 


Testing of new materials and con- 
struction methods, especially in the 


prefabrication field, goes on at the 
National Bureau of Standards in 
Washington, the Forest Products 
Laboratory at Madison, Wis., and the 
United States Department of Agri- 
culture’s research station at Belts- 
ville, Md. The National Housing 
Agency has issued an experimental 
housing guide, which requires appli- 
cation for permits to start experi- 
mental housing and sets up criteria 
for them. These call for tests under 
“house conditions” covering such 
points as construction methods, physi- 
cal properties, fire and vermin re- 
sistance, strength, weather resistance, 
vapor resistance, heat transfer, dura- 
bility, consumer acceptance, and the 
like. 


Some novel ideas have turned up 
in connection with designs for pre- 
fabricated houses. There is the Dy- 
maxion House, round and hung from 
a central mast. Andrew J.’ Higgins, 
New Orleans landing craft builder, 
proposes semi-prefabricated houses, 
with walls made of thin sheets of ena- 
meled steel set two and one-half 
inches apart, and with the center 
section filled with foam cement. Con- 
ventional houses with prefabricated 
wall panels have been developed. 


That prefabrication has come to 
stay seems indicated by the fact that 
the Federal Housing Administration 
has issued over one hundred favor- 
able rulings to their producers, which 
makes their products eligible for 
mortgage insurance. The prefabri- 
cated housing industry and the Na- 
tional Bureau of Standards have de- 
veloped commercial standards for 
prefabricated structures, published by 
the Bureau as “Commercial Standard 
CS125-45”. This sets forth general 
and detailed requirements as_ to 
strength, workmanship, materials, 
protection, erection, live loads, floor 
and ceiling and wind loads, connec- 
tions between floors and walls and 
roof, light and ventilation. Require- 
ments also are set forth for founda- 
tions, chimneys, flues and vents, heat- 
ing, insulation, condensation control, 
equipment, and roofing. The bulletin 
provides for meeting Underwriters’ 
Laboratories standards with respect 
to flues, flue linings, vents and heat- 


ing. 


More or less related to the pre- 
fabricated branch of the Wyatt pro- 
gram is that phase which called for 
construction of 215,000 temporary 
units, made up of re-used Army bar- 
racks, wartime temporary housing, 
and other governmental structures. 
These are being cut into panels and 
sections, hauled cross-country on 
trucks, and being re-erected by the 








Federal Public Housing Authority— 
largely in cities and towns where 
temporary quarters are needed for 
veterans, such as those attending 
schools and colleges. The municipali- 
ties, and in some cases the colleges, 
administer these projects after they 
are set up, and contribute toward 
their cost or maintenance. Such pro- 
jects include. both family dwelling 
units, and dormitories or barracks. 
By August some 103,000 accomoda- 
tions for student veterans and their 
families had been allocated to 675 
educational institutions, 76,000 were 
completed or under construction, and 
another 27,000 were in the prelimin- 
ary stage. 


Some types of prefabricated hous- 
ing suggested cannot “get by” under 
the building codes of some cities, and 
it is said that a number of codes have 
not been partial to prefabricated 
housing generally, nor to certain other 
types of housing or methods of build- 
ing. To meet this situation, and to 
facilitate the Wyatt program, the 
National Housing Agency has pub- 
lished as Community Action Bulletin 
No. 4 “building code suggestions” for 
consideration by city and town offi- 
cials and mayors’ emergency housing 
committees in 400 cities. The. sug- 
gestions are for “modernizing or re- 
vising” codes which “contain obsta- 
cles to construction of homes incor- 
porating new materials or the use of 
new construction methods”. 


Pointing out that “the fundamental 
purpose of building legislation is to 
protect the public against unsound 
building practices that may jeopardize 
health and safety”, the Bulletin says 
“if codes fail to achieve this purpose 
or, because of neglect or intent, pre- 
vent progress in building, they hinder 
the objective” of the housing pro- 
gram. Listed among restrictive and 
cost-increasing provisions frequently 
encountered in building codes are 
“fire walls in dwelling construction in 
excess of acceptable standard prac- 
tice”. Insurance standards are among 
those it suggests should be used in 
revising building codes, as well as 
government reports on fire resistance 
classifications of building construc- 
tion. 


Amendment of the administration 
provisions of codes is recommended 
so as to provide that “where the com- 
ponent parts of prefabricated assem- 
blies are not readily accessible to in- 
spection at the site, the building offi- 
cial may require certification that the 
assembly as installed at the site is 
identical with specimens upon which 
approval was based. If mechanical 
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and electrical equipment is so instal- 
led as not to be readily accessible to 
inspection at the site, certification may 
be required that such equipment com- 
plies with applicable laws and ordin- 
ances. Such certification shall be 
made by an approved agency.” 


HILE at present the principal 

hurdle for the Wyatt program 
is considered to be shortage of materi- 
als, it is believed that eventually man- 
power will be the principal problem. 
The National Housing Agency has a 
labor division which works on prob- 
lems involved in the program. Two 
labor advisory committees—made up 
of representatives of the AFL and 
the CIlO—have been set up, with 
some hope that they can be merged 
into a single committee later. There 
have been scattered “no strike” 
pledges by local building trades 
unions, applying to the 1946 program. 
Administrator Wyatt and officers of 
the AFL building and construction 
trades department signed in July a 
“memorandum of understanding” un- 
der which the representatives of that 
department agreed to use “every 
means within its power to bring about 
a settlement of any industrial conflict 
that may arise, and to prevent stop- 
page of work on any housing con- 
struction” under the program. 





Administrator Wyatt has stated 


that in order to get necessary materi-: 


als “we must reopen certain closed- 
down plants. We must resort to multi- 
ple shifts, overtime work, and the 
training and use of marginal labor 
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involving higher costs because of les- 
ser efficiency.” 


Employment in new, on-the-site 
construction during June was 1,567,- 
000, according to the National Hous- 
ing Agency, and of that number 560,- 
000 were employed in _ residential 
building. It is said that on the basis 
of earlier predictions 383,000 more 
workers—imore than 60% of them 
skilled craftsmen—would have to be 
recruited for home-building by Sep- 
tember. A recruitment drive has been 
in progress in military separation cen- 
ters for construction workers released 
from service. 


To help meet the need for more 
workers in this field the United States 
Department of Labor is conducting 
an apprentice-training program, with 
the cooperation of labor-manage- 
ment committees upon which the con- 
struction industry and building trades 
unions are represented. The report 
is that 65,000 new apprentices have 
been obtained. The labor unions are 
cooperating by reducing the ratio of 
apprentices to journeymen in various 
trades, by reducing the training peti- 
od, by waiving age limits, and by pro- 
viding for more frequent tests to de- 
termine when apprentices become 
qualified as journeymen. 


As first announced the Wyatt hous- 
ing program called for starting the 
construction of 1,200,000 homes dur- 
ing 1946, and for starting 1,500,000 
homes during 1947. The original 
1946 “target” included 700,000 con- 
ventional houses, 250,000 permanent 
prefabricated houses and houses as- 
sembled on-the-site from prefabri- 
cated parts and materials, and 250,- 
000 temporary units. During 1947 
construction of 900,000 conventional 
houses was to have been started, 
along with 600,000 permanent pre- 
fabricated houses and houses assem- 
bled on-the-site from prefabricated 
parts and materials. These figures 
compared with the previous all-time 
high of 937,000 homes built in 1925, 
and 240,000 homes built in 1945. 


3ecause the National Housing 
Agency said that a “gratifying num- 
ber” of private permanent homes of 
conventional type were begun during 
the first half of 1946, the goal for 
the year in such houses later was in- 
creased to 738,000. A total of 100,- 
000 dwelling units provided through 
conversion of private homes and 
other buildings into apartments, by 
changes or construction of additional 
quarters, has been added to the 1946 
program, in lieu of some other types. 
Other changes in this year’s goal have 
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been the reduction of prefabricated 
houses from 250,000 to 100,000, and 
substitution of 212,000 temporary re- 
use dwelling units and 50,000 hous- 
ing-type trailers for the originally 
proposed 250,000 temporary units. 
The total for the year remained at 
1,200,000 units, and that for 1947 at 
1,500,000 units. 


Housing expediter Wyatt appeared 
before the National Encampment of 
the Veterans of Foreign Wars at 
3oston recently, and reported that 
more than 600,000 homes and apart- 
ments had been placed under con- 
struction during the first seven 
months of 1946. He explained that 
this marked the achieving of the half- 
way mark for the 1946 program, and 
recalled that most housing experts 
last winter had predicted that no more 
than from 325,000 to 500,000 new 
homes could be started during the 
year. 


“Let me remind you that home 
building has been delayed by circum- 
stances beyond our control,” he said. 
“Tt was not until May that the Vet- 
erans Emergency Housing Act was 
passed. Work stoppages in the steel, 
coal, and railroad industries have 
hampered production. And one es- 
sential piece of legislation that is part 
of our program has not yet become 
law. That is the Wagner-Ellender- 
Taft general housing bill.” 


Expediter Wyatt said that there is 
an upswing in the production of 
building materials. Lumber produc- 
tion is the highest in two years, two 
and one-third times what it was last 
December. Brick production is near- 
ly double the rate at the start of the 
year. Gypsum board and lath pro- 
duction has set a new post-war re- 
cord. The latest monthly index of 
selected building materials, most of 
them essential to home-building, 
shows a 42% increase over 1939, and 
a 70% increase over the monthly rate 
last December. He held that demand 
is so great, however, that even record- 
breaking output is not enough to meet 
it, and that rigid controls are needed 
to see that the materials go into home- 
building. He listed some of the recent 
steps taken in putting such controls 
to work—“set-asides” of greater vol- 
umes of building materials, as high as 
100%, have been ordered for hous- 
ing priority-holders; stricter compli- 
ance measures have been set up; vir- 
tually all home-building materials 
have been placed on a priority basis; 
and there has been a sharp reduction 
in authorizations to build non-resi- 
dential structures of any kind. 
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Where are the housing units au- 
thorized under the Wyatt program 
being built ? 


Offices which handle field work for 
the National Housing Agency re- 
ported that of 632,000 authorizations 
to build 632,256 dwelling units—is- 
sued up to July 26—57,024 were 
handled by the Los Angeles office, 
48,907 by New York, 39,114 by De- 
troit, 36,106 by San Francisco, 16,- 
573 by Washington, 11,627 by Min- 
neapolis, 14,375 by Memphis, 10,317 
by Oklahoma City, and 10,317 by 
Denver. Each of these Federal Hous- 
ing Administration district offices has 
jurisdiction over considerable areas. 
The Pacific Coast led all other areas 
during the period noted, with 123,000 
authorizations ; the middle states got 
104,000; the east north central states 
108,770; the south Atlantic states 
nearly 92,000; New England only 
20,000; the west north central states 
41,500; the east south central states 
39,300; the west south central states 
69,500; and the mountain states 31,- 
100. There were also 348 authoriza- 
tions from the Juneau, Alaska, office 
of the Federal Housing Administra- 
tion. There were 1,119 from Hawaii, 
and more than 1,600 from Puerto 
Rico. 


Efforts have been made in many 
directions to facilitate carrying out 
of the program. For example $3,- 
000,000 of War Assets Administra- 
tion funds have been allocated to the 
Army Engineers to pay for dismant- 
ling Army and Navy installations 
containing housing materials, which 
will be salvaged and reclaimed for the 
program. Certain urgently needed 
building materials and equipment 
have been placed under export con- 
trol and will require individual li- 
censes for shipment abroad, it has 
been indicated by the United States 
Department of Commerce. UNRRA 
was requested to postpone procure- 
ment of certain machinery and equip- 
ment useful to the housing program. 


Authority was sought from Con- 
gress to place ceiling prices on houses 
already built, in order to deter spec- 
ulative resales, and to place price con- 
trols on building lots, but it was re- 
fused. Nor did Congress see fit to 
pass the Wagner-Ellender-Taft gen- 
eral housing bill. This measure in- 
volves a long-range housing program, 
but during its first two years it would 
be for the benefit of veterans. It was 
felt that its passage would have en- 
couraged greatly investment by in- 
surance companies in rental housing. 
The National Housing Act would be 


amended to make participation in the 
Federal Housing Administration’s 
rental housing program possible in 
the case of Federal or local public in- 
strumentalities, or limited-dividend 
corporations restricted by law as to 
rents, rate of return, and methods 
of operation. 


HE picture of the progress of 

the Wyatt program has not been 
all favorable, as was indicated earlier. 
The National Association of Real 
Estate Boards, for instance, while not 
opposed to the objectives of the pro- 
gram, has expressed disagreement 
with some of the methods used. It 
has contended that less controls, rather 
than more controls, are needed if the 
required housing is to be provided. 
The inference is that priority orders, 
Federal Housing Administration pro- 
cessing of the National Housing 
Agency program, requirements con- 
cerning premium payments, guaran- 
teed markets, experimental construc- 
tion, and the number of regulations 
and directives add up to an excessive 
amount of red tape. 


As tending to support this view the 
Association has quoted a survey it 
conducted which showed the housing 
program, public and private, as “bog- 
ged down”. It reported completion of 
homes by private builders during the 
first half of 1946 amounted to only 
15.9% of the units upon which con- 
struction was begun. Obviously it is 
structures completed which become 
dwellings, not those upon which con- 
struction has begun. 


The survey is reported to have 
brought 888 replies from 360 cities 
and towns in forty-four states. Of 
those replying 21% reported no con- 
struction under way. The 698 who 
were building started 19,800 units in 
the first half of 1946, but had com- 
pleted only 3,150 at the time of the 
survey. This represented only 10.5% 
of the 30,000 priorities for building 
materials obtained under the Wyatt 
program. The principal reason given 
for inability to complete homes was 
shortage of materials, but nearly as 
many blamed government red tape, 
with labor shortages a third but much 
less important bottleneck. The Asso- 
ciation reported that 92% of those 
answering the questionnaire predicted 
no improvement in home construction 
during the second half of the year. 
“Realtor-builders,” the Association 
stated, “paint a gloomy picture of the 
present and future housing situation.” 
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JEWELER’S BLOCK 
INSURANCE 


HE Jeweler’s Block policy was 
one of the earliest forms of broad 
coverage insurance. It was adapted 


bg W.H. RODDA 


later development than the Jeweler’s 
Block policy have no such exclusion 
applying to windstorm, earthquake 
and similar “convulsion of nature.” 
The term “convulsion of nature’ is 
not defined and it is an interesting 





ates loss resulting from strikes and 
riots. However, riot, strike and civil 
commotion coverage can be endorsed 
onto the policy for an extra premium. 


Already mentioned is the exclusion 


from ocean marine forms and the speculation as to how violent a wind « bg — bg ena it Sig 
name is a derivation of the French would have to be before it becomes a 2G Hoods, and Toss resulting trom 
« ” : Asimadtiiias i convulsion of nature.” Frequently, 
en bloc,’ meaning complete or al- “convulsion.” Presumably, any dam- “ Pence ; : 

; a Jeweler’s Block policy will be writ- 
together. age could be covered when caused by eee ‘ 7 

, : . ..__. a wind which did not reach the pro- ten to exclude fire coverage as well, 

Phe basic coverage in the policy 1s portions of a typhoon, hurricane, tor- and in this case a separate policy may 

‘ perhaps the broadest of all inland j..49 cyclone. or a “convulsion.” be written to provide fire, windstorm 

F marine forms. The insuring clause ee ; : ‘ and earthquake coverage. Flood in- 

’ provides indemnity against loss or The property covered is that com- surance is frequently difficult to se- 

¢ damage “arising from any cause what- mon to both retail and wholesale, as cure, particularly if the insurance 

. soever except as hereinafter mention- well as manufacturing jewelers. Pre- company believes the risk to be sub- 

5 ed,” and it will be noted that this dif- cious stones or precious metals, ject to floods. 

0 fers from the more frequently used watches, and finished jewelry may all Pe ee Oe ae Ye 
term in inland marine policies which be insured under the form. ede era eset quer Mati nhac Raed 
cover “against all risks of loss or ig satis: Sin tenis tity: siliiiaaii curring in transit, unless the property 

e damage.” A “risk” is fortuitous and from ‘ler Block niin? being shipped by registered mail or 
a 3 ‘ s nod : by sealed express packages with 

t implies that there must be some oc- related establishments which are not values declared of not less than 10% 

ss ; ‘ 2 c ~ c Ss H I] e 

. currence of an accidental nature to really jewelry risks. However, the of the actual value of the contents, al- 

, cause the oss OF damage. The cover- proportion of jewelry necessary to se- though it is not required that he dec 
age of the Jeweler’s Block policy is cure a policy is only 5% in the case of laration be more than $1,000.00 on 

F broader in that it covers damage from bullion and metal dealers and indus- any sinele pack le ki 

y any cause, which does not limit the trial diamond risks, and 10% in the — . a 

a damage to that resulting from a for- case of antique and art dealers. It ap- Breakage of brittle articles is ex- 

S tuitous circumstance. pears that almost any store or manu-_ cluded unless resulting from burglars 

: Jeweler’s Block insurance is incon- — who — 5% : 10% - = thieves, fire, or accident to convey- 
sistent with some of the generally ac- ene - re « Se a Se 
cepted theories of inland marine in- yap ines marae Aa Lal The policy does not cover loss or 

: syrance. Coverage is provided on though fie principal ah tg ‘might damage to goods sold on the install- 

“ property of the insured while located be something uthes tims jewelry. ment plan after the property leaves 

' on the insured’s premises. This is X the custody of the insured. Neither 

\- contrary to the principle that inland The policy covers the property any- does it cover property which is being 

10 marine insurance is intended to cover where in the United States, Alaska, worn by the insured. or an agent or 

n property in transit. However, the the Hawaiian Islands and Canada, employee of the Meme we tev any 

1- Jeweler’s Block policy is specifically but not in the Philippines or any other other ‘dealer engaged in ‘the jewelry 

le permitted by the Nation-Wide Defini- overseas possession. trade. ; 

G tion because it had been written for Like most of the broad form poli- 

ig many years before the Nation-Wide cies the real coverage is defined in the There is also an unattended vehicle 

tt Definition was established. In this exclusions. These must be carefully provision avoiding damage where the 

n respect, it achieves its place as an in- gyamined, because they eliminate ttansporting vehicle is left unattend- 

1s land marine form in the same way from coverage many of the risks to ¢d-. There is no coverage on property 

AS that insurance on bridges or radio which jewelry and jewelry products while at a public exhibition which is 

e, towers is considered inland marine in- are susceptible. Thus, conversion or promoted or financially assisted by 

th surance. loss resulting from a dishonest act of 20Y public authority or by any trade 

. ® 2 

A Another oddity in the Jeweler’s the insured or one of his employees einer ila or een . cd ba 

i." Block policy is its exclusion of loss 15 excluded, and a jeweler desiring pane premium Pay Pret 

ee or damage directly or indirectly con- COveTage against embezzlement by : 

fr. tributed to, by or resulting from ty- employees must secure the protection There is a further exclusion con- 

a phoon, hurricane, tornado, cyclone, through another policy. The policy cerning unexplained shortages. This 

v volcanic eruption, earthquake, flood, also excludes damage resulting from exclusion also provides that no claim 





subterranean fire or other convulsion 
of nature. Most of the broad form 
inland marine policies which are of 


work being done on any jewelry. 


_ There is the usual war risk exclu- 
sion and the basic policy also elimin- 


can be presented when a package is 
received by a consignee in apparent 
good order with seals unbroken, or 
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for loss to goods sent by express “C. 
O. D.” with the privilege of inspec- 
tion by the consignee before delivery. 


Inasmuch as the policy provides 
coverage against loss resulting from 
window smashing, there is a 20% par- 
ticipation by the insured in each such 
loss. This is obviously intended to 
discourage the policyholder from 
placing jewelry of high value in ex- 
posed positions in show windows. In 
addition to this general provision, the 
policy usually contains specific limits 
for loss in any one window and in all 
windows, this limit of liability being 
separate from the general limits under 
the policy. The 20% participation can 
be waived by endorsement if agreed 
to by the insurance company. 


In addition to the maximum lia- 
bility in the policy, there are usually 
two other limits of liability. The so- 
called “outside limit” applies to prop- 
erty in transit by express or first class 
registered mail, or property which is 
deposited in a safe deposit vault or 
which is in the custody of a customer 
or dealer. There is also a “travel 
limit” applying to property other than 
at the premises of the insured but not 
covered in the “outside limits” de- 
scribed above. 


Other provisions of the Jeweler’s 
Block policy follow closely those of 
most inland marine policies, There is 
an actual cash value clause; a clause 
limiting the loss on pledged articles to 
the amount loaned upon them and un- 
paid, plus accrued interest at time ot 
loss; the right to adjust a claim with 
an owner when it involves property 
belonging to someone other than the 
insured; a warranty to keep certain 
records; a misrepresentation clause; 
an “other insurance” clause; a pro- 
tective device warranty ; examination 
of records clause; proof of loss pro- 
vision; a subrogation clause; a suit 
clause and a cancellation clause. It is 
interesting to note that the policy does 
not contain a sue and labor clause 
which is common to most other inland 
marine forms. 


HE rating of Jeweler’s Block 

risks is done with much more care 
and detail than is common with many 
other types of inland marine coverage. 
Inland marine rating bureaus provide 
facilities for the specific rating of 
risks upon submission of a completed 
proposal to the bureau office. The 
proposal is a lengthy document and 
provides for detailed information re- 
garding protective devices and cir- 
cumstances likely to produce loss. In- 
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surance companies which are not 

nembers of rating bureaus usually 
rate the risks on much the same basis. 
lc is interesting to note that the Texas 
insurance regulations now require 
that companies which are members 
of an inland marine rating organiza- 
tion must have the rates on Jeweler’s 
Block risks calculated by the rating 
bureau. Only the companies that 
make independent filings are permit- 
ted to calculate their own rates for 
Jeweler’s Block risks in Texas. The 
majority of companies seem to sup- 
port the idea that a Jeweler’s Block 
risk should be rated by a bureau in 
much the same manner as used for 
fire insurance rates. The current 
thought is that this method of rating 
will increase, with the exception of 
the independent companies who make 
their own rate filings. 


An insurance company which writes 
Jeweler’s Block insurance is assuming 
a heavy responsibility on its own part 
and also for the jeweler. All too fre- 
quently the policy is believed to grant 
complete coverage and the exclusions 
are not examined with sufficient care 
to reveal the circumstances where the 
jeweler might be forced to stand his 
own loss. The coverage should be 
carefully discussed with the jeweler, 
and separate policies or endorsements 
to the Jeweler’s Block policy must be 
provided to take care of losses not 
covered by this policy. This is par- 
ticularly true because the Jeweler’s 
Block policy is peculiar in that it does 
not cover certain storm losses which 
are covered by almost every other type 
of inland marine insurance policy. 


Jeweler’s Block insurance is pri- 
marily a catastrophe risk. Jewelry 
values in a moderate size store can 
run almost to astronomical figures, 
and a $100,000 jewelry stock is a com- 
paratively moderate amount. Probable 
maximum loss must be carefully cal- 
culated, particularly where the under- 
writer is making some allowance for 
the amount of jewelry which may be 
in safes and vaults. The possibility 
of vault breakdown under severe fire 
conditions must be taken into account, 
especially where the closing of the 
vault is left to unsupervised em- 
ployees. The presence of automatic 
alarms or A.D.T. service on the vault 
doors is an important additional safe- 
guard to make sure that vaults are 
properly shut and locked during 
closed hours. 


Insurance companies may be tempt- 
ed to enter the Jeweler’s Block field 
by way of the small risk, in the belief 
that the hazards are uniform through- 
out the entire jewelry field. This may 
not. be the case, and the small store 


may not have the protective devices 
which are commonly used by the 
larger stores. The moral hazard is ex- 
tremely important because, in com- 
mon with all broad form policies, 
there is always an opportunity for the 
dishonest policyholder to make exag- 
gerated claims. The business back- 
ground and integrity of the policy- 
holder should be examined with ex- 
treme care and companies should 
avoid issuing binders on short notice 
when they do not have an opportun- 
ity to make the proper investigation. 


Catastrophe losses are produced 
primarily by the fire and theft haz- 
zards. Jewelry thieves will “case” 
their jobs carefully and determine 
the time and place where a large con- 
centration of value can be picked up. 
Individual pieces and small quantities 
of jewelry can cost the companies 
large amounts in a single theft loss. 


Many jewelry stores are located in 
buildings which are of ordinary brick 
and wood joist construction with ex- 
tensive fire loss a probability. Com- 
panies must examine this possibility 
with a view to the largest amount of 
jewelry which can be exposed to fire 
at any time during the day or night. 
Fires have a way of occurring at the 
most inopportune time when vault 
doors are open or jewelry is out on 
display, and not when it is safely 
locked within the vault. 


Outside police protection is an im- 
portant factor where the value in win- 
dows is considerable. Downtown 
jewelry stores may be located on 
streets which are not well travelled 
after business hours, and inquiries 
should be made regarding the fre- 
quency of police patrol. 


e 
The most important thing to re- 
member in considering a Jeweler’s 
Block risk is the necessity for secur- 
ing complete information before issu- 
ing a binder or policy. The proposal 
must be completed in all details in 
order to provide the bureau or com- 
pany underwriter with sufficient in- 
formation for calculating an accurate 
rate. When questions are left unan- 
swered, the rater must assume that 
conditions are the least favorable. In 
addition to the proposal for rating 
purposes, the company underwriter 
must secure supplementary reports to 
indicate the moral hazard of the risk 
and the financial standing. Frequent- 
ly, the underwriter will also request 
a complete fire inspection by an in- 
spector from the fire department of 
the company. Jeweler’s Block insur- 
ance must be regarded as a specialty 
to be handled with caution and with 
due consideration given all the facts 
concerning each risk. 





yn 
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373. OCTOBER MEETINGS SCHEDULED. Among the meetings 
of general insurance interest scheduled for October 
are the following: Risk Research Institute (Fire 
Prevention Week Luncheon), New York City, October 
2; Mutual Insurance Agents of New England, Boston, 
October 4-5; National Safety Congress, Chicago, 
October 7-11; American Life Convention, Chicago Oc- 
tober 7-11; Zone 4, National Association of Insur- 
ance Commissioners, Chicago, October 8-9; Insurance 
Advertising Conference, Atlantic City, October 135- 
15; National Association of Independent Insurers, 
Chicago, October 14-15; National Association of 
Mutual Insurance Agents, New York City, October 14- 
16; Federation of Insurance Counsel, Atlantic City, 
October 26. 


374. PARKINSON NAIC SECRETARY. The election of Di- 
rector of Insurance Nellis P. Parkinson of Illinois 
as secretary of the National Association of Insur- 
ance Commissioners was announced following a special 
meeting of the organization's executive committee 
at Syracuse, New York, on September 4. He succeeds 
the late Jess G. Read of Oklahoma. His place on the 
executive committee as a member at large will be 
taken by Superintendent Walter Dressel of Ohio. 


375, McGOUGH HEADS INSURANCE COUNSEL. Paul J. Mc- 
Gough, Minneapolis, was elected president of the 
International Association of Insurance Counsel at 
the organization's annual meeting held in Werners- 
ville, Pa., September 4-6. Other officers named 
are: Price Topping, New York; John Barton, Omaha, 
and Lowell White, Denver, Colorado, vice presidents; 
David I. McAlister, Washington, Pa., secretary; 
Robert M. Noll, Marietta, Ohio, treasurer; George 
W. Yancey, Birmingham, Alabama, editor. New mem- 
bers of the Association's Executive Committee are: 
Alvin R. Christovich, New Orleans; Wayne Stichter, 
Toledo; Duncan Lloyd, Chicago; and F. B. Baylor, 
Lincoln, Nebraska, retiring president. Attendance 
at the meeting exceeded 500, a new high for the 
group. 





376, DELAY APPLICATION KY. RESPONSIBILITY LAW. 
The 1946 Kentucky Automobile Safety Responsibility 
Law, to be administered by the Department of Reve- 
nue, will not be set up before January 1, 1947, when 
the law becomes effective, due to the failure of the 
State legislature to enact an emergency clause. 
While the intent of the legislature was to provide a 
$50,000 appropriation to operate the law, no money 
can become available prior to January 1, according to 
Revenue Commissioner 0. M. Howard. The act spe- 
cifically provides for the hiring of personnel, pur- 
chase of supplies, and drafting of forms, but due 
to the absence of an emergency clause, funds will 
not be available until the law becomes effective. 


377. REPORT ACCEPTED BY ALL-INDUSTRY GROUP. Adop- 
tion of the subcommittee report on the Robinson- 
Patman Act, by unanimous vote, marked the meeting 
of the All-Industry Committee held in Syracuse, New 
York, September 4-6. Also approved by the Commit- 
tee was a draft of a letter to be sent to Senator Pat 
McCarran of Nevada, Chairman of the Senate Judiciary 
Committee, detailing the progress that has been 
made in bringing about appropriate regulatory ac- 
tion in the various states during the moratorium 
granted by Public Law 15. Senator McCarran had 
pk various organizations asking for such a 
report. 








378, SASKATCHEWAN HEALTH PLAN. The Health Insur- 
ance Service Plan to be operated by the Province 
of Saskatchewan will be financed through an assess- 
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ment of $5.00 on every person over 21 years of age 
and on all persons under that age who live away from 
their parents and who are self-supporting, accord- 
ing to an official statement just released. The 
statement also outlined the Plan's operational sys- 
tem to be in effect until the Federal Government at 
Ottawa announces its own health insurance program. 
The $5.00 per capital fee to finance the Saskatche- 
wan Plan will be collected beginning October 1. The 
Plan itself will commence operations on January 1. 


379. TEXAS ORDERS MANDATORY DEDUCTIBLE. The Texas 
Board of Insurance Commissioners on September 1 or- 
dered a mandatory $100 deductible on all windstorm 
and extended coverage policies, except farm prop- 
erties on which there will be a $50.00 deductible. 
The deductible applies only on dwellings. 





380, F._R. BIGELOW DIES. Frederick R. Bigelow, 
chairman of the St. Paul Fire & Marine Insurance 
Company died at Miller Hospital in St. Paul on Sep- 
tember 8. He was 76 years old. Mr. Bigelow had 
been identified with the company since his gradua- 
tion from college in 1891. 





381. NAIC CENTRAL OFFICE. The executive committee 
of the National Association of Insurance Commis- 
sioners meeting in Syracuse, New York on September 
6, approved appointment of a special committee to 
study the long-discussed program of establishing 
a central office plan ror the NAIC. The committee, 
headed by Commissioner David A. Forbes of Michigan 
and including Commissioners Maynard Garrison of 
California and Charles F. J. Harrington of Massa- 
chusetts, is charged with making a complete report 
on the scope of operations and methods of financing 
of the proposed central office at the Commission- 
ers' mid-winter meeting, when final action is 
scheduled. 





382, HEALTH PROGRAM SET IN MOTION. Representatives 
of insurance associations met with officials of the 
American Medical Association September 18 to set 
in motion a program for comprehensive protection 
of the American people against the economic conse- 
quences of ill health. It calls for: (1) joint ac- 
tion in the development and promotion of voluntary 
insurance and prepayment plans; (2) joint study of 
unit fee schedules, indemnity and service contracts, 
and claims and operaticnal problems; (3) a special 
joint medical and insurance committee to consider 
the problems of insuring the rural population 
against the cost of medical care. Coordination of 
the efforts of these groups will be carried out 
through appointment of joint committees represent- 
ing-the medical and insurance associations and con- 
ferences will be held at frequent intervals. Repre- 
sentatives of insurance organizations attending 
the conference were: Ambrose B. Kelly, Washington, 
D. C., American Mutual Alliance; Dr. H. Maynard 
Rees, Boston, Alfred N. Guertin, and John A. Henry, 
Chicago, American Life Convention; Dr. A. J. Lanza, 
Dr. Henry G. Ungerleider, Albert Pike, Jr., and W. 
A. Milliman, New York City, Life Insurance Associa- 
tion of America; Harold R. Gordon, C. 0. Pauley, 
and B. A.Howland, Chicago, Health and Accident Un- 
derwriters Conference; J. F. Follman, Jr., New 
York, Bureau of Personal Accident and Health Un- 
derwriters; C. C. Clark, Chicago, Association of 
Casualty and Surety Executives; and Dr. Howard E. 
Wiley and John E. Little, Detroit, National Fra- 
ternal Congress. American Medical Association rep- 
resentatives attending included H. H. Shoulders, 
M. D., Nashville, Tennessee, president; George F. 
Lull, M. D., Chicago, secretary and general mana- 
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ger; Roy Fouts, M. D., Omaha, Nebraska, speaker, 
House of Delegates; R. L. Sensenich, M. D., South 
Bend, Indiana, chairman, Board of Trustees; and 
John H. Fitzgibbon, M. D., Portland, Oregon, men- 
ber, Board of Trustees. The executive committee 
of the Board of Trustees was represented by E. L. 
Henderson, M. D., Louisville, Kentucky, chairman, 
William F. Braasch, M. D., Rochester Minnesota, and 
Ernest E. Irons, M. D., Chicago. Morris Fishbein, 
M. D., and Edwin Jordan, M. D., editor and associate 
editor of the Journal of the American Medical As- 
sociation were present. Medical Care Plan execu- 
tives included Lester Perry, Director of Medical 
Service Association of Pennsylvania, Harrisburg; 
A. J. Offerman, M. D., Nebraska Medical Service, 
Omaha; Norman Scott, M. D., Medical-Surgical Plan 
of New Jersey, Newark; F. K. Helsby, Surgical Care, 
Inc., Kansas City; F. L. Feierabend, M. D., Kansas 
City, Associated Medical Care Plans, Inc.; Ralph 
Weber, Wisconsin Plan, Madison. The Fraternal Or- 
der of Eagles was represented by L. F. Bucher, M. D., 
Dayton, Onio. Staff members of the American Med- 
ical Association attending included T. V. McDavitt, 
Bureau of Legal Medicine; Carl M. Peterson, M. D., 
Council of Industrial Health; Frank G. Dickinson, 
Director, Bureau of Medical Economics and consult- 
ing economist; Tom Hendricks, secretary; George 
Cooley, assistant secretary; Jay Ketchum, director, 
prepayment division. | a: 2 Kleinschmidt, and 
Howard Brower represented the Council on Medical 
Service. The insurance committee of the Council on 
Medical Service is made up of: E. J. McCormick, 
M. D., Toledo, Ohio, chairman; George F. Lull, M. D., 
Chicago; Roscoe Sensenich, M. D., South Bend; Jay 
C. Ketchum, Detroit, and Thomas A. Hendricks, Chi- 
cago. The conference created two subcommittees, 
one to further close cooperation among all volun- 
tary facilities for rendering health protection, 
and the second to study the best means of affording 
protection offered by the combined voluntary facil- 
ities to those in rural areas. American Medical 
Association members of the subcommittee on Coopera- 
tion are: A. W. Adson, M. D., Rochester, Minnesota, 
a member of the Council on Medical Service, chair- 
man; James R. Miller, M. D., Hartford, Connecticut, 
a member of the Board of Trustees of the American 
Medical Association; and Lester Perry, Harrisburg, 
Pennsylvania. Ex-officio members are Jay C. Ket- 
chum, Frank Dickinson and Howard Brower. Associa- 
tion members of the subcommittee to study rural 
problems are: James R. McVay, M. D., Kansas City, 
Missouri, member of the Council on Medical Service, 
chairman; F. S. Crockett, M. D., Lafayette, Indi- 
ana, chairman of the A. M. A. Committee on Rural 
Health; and L. S. Kleinschmidt. Frank Dickinson 
was appointed as an ex-officio member. An invita- 
tion is to be extended to the Blue Cross Commission 
of the American Hospital Association and the Amer- 
ican Hospital Association to be represented on both 
of the subcommittees. 


383, INDUSTRIAL ACCIDENT BOARDS. The International 
Association of Industrial Accident Boards and Com- 
missions at its recent reeting in Portland, Oregon, 
elected Dr. D. J. Galbraith, Ontario, president for 
the coming year. Mrs. Betty W. Allie of Michigan 
was named vice president and Verne A. Zimmer, U. S. 
Department of Labor, was elected secretary. The 
American Association of State Compensation Insur- 
ance Funds which met at Portland in connection with 
the Association of Industrial Accident Boards, re- 
elected Paul Scharrenburg, San Francisco, president 
and Lewis Duffler, New York, secretary of the or- 
ganization. 





384, RULES ON DOMESTIC AND MUTUAL SURPLUS FUNDS. 

Nebraska domestic mutual companies are not required 
to have $50,000 surplus for each class of insurance 
they desire to write in the State according to an 
opinion handed down by attorney-general Johnson to 
Insurance Director D. R. Hodder. The opinion was 
requested because of an apparent conflict in the 
statutes. The attorney-general said that the word 
"surplus" is loosely used in the statutes and that 
it was not the intent of the legislature to refer 
to the value of assets over and above all liabili- 
ties, which is the accented definition of "surplus" 
in insurance law. 
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385. CHAMBER INSURANCE COMMITTEE MEETS. Reports on 
the Hemispheric Insurance Conference and on Ameri- 
can insurance abroad, with particular reference to 
the situation in South American countries and au- 
tomobile insurance for tourists in Mexico, Central 
America and Cuba, highlighted the meeting of the 
insurance committee of the Chamber of Commerce of 
the United States, held in Washington, D. C. on 
September 12. Presented also were reports on the 
National Fire Waste Council and the Inter-American 
Fire Waste Contest. 


386. TENNESSEE AUTO DEALER HEARINGS. The State 
Court of Appeals of Tennessee has completed hear- 
ings in the Tennessee automobile license suit. More 
than 3,000 typewritten pages were submitted by at- 
torneys for complainants, the State Insurance De- 
partment, and stock and mutual insurance agents. 
A decision is expected in 30 to 60 days. Several 
months ago the Davidson County Circuit Court de- 
cided in favor of 194 auto dealers who sought li- 
cense to represent the Motor Insurance Corporation 
of New York. 


387, TEXAS FINANCED AUTO RULING. The attention of 
all insurance companies doing an automobile busi- 
ness in Texas has been directed to the requirement 
that every person purchasing an automobile under a 
loan when the car is insured for his benefit, must 
be furnished with a policy, a copy thereof or a cer- 
tificate showing the coverage provided and the pre- 
mium charged for each. Where single interest poli- 
cies are issued covering the mortgagee's interest 
only, the purchaser must be notified by the insurer 
that no protection is afforded for his interest. 
Complaints reaching the department indicate that 
many automobile owners learn only after a loss oc- 
curs that they are uninsured against certain perils. 
Failure of insurers or their representatives to com- 
ply with Texas automobile manual requirements or 
policy provisions will endanger their licenses. 


388, NEW YORK STATEMENT ON COMMINGLING. Thomas C. 
Morrill, assistant to the superintendent of insur- 
ance for the State of New York, at a hearing on Sep- 
tember 13 declared that the New York Insurance De- 
partment could not object to the companies giving 
agents and brokers authority to mingle the compan- 
ies' funds with their personal or other funds as 
long as the insurance law permits it. He warned, 
however, that the Department would go to the next 
legislature for an amendment to the law to prohibit 
this practice if it becomes general. Agents and 
brokers are presently permitted to mingle their 
funds provided they have the "express consent" of 
the companies. 


389, NEW HOSPITAL CARRIER. Articles of association 
for the formation of a new hospital and medical serv- 
jice to be known as Health Service Association, with 
home offices at Detroit, have been approved as to 
form by the attorney-general's office of Michigan 
and a temporary certificate of authority has been 
issued by Insurance Commissioner David A. Forbes. 
Organized under the cooperative or assessment sec- 
tion of the Michigan Insurance Code the new associ- 
ation is intended to supplement the services which 
the Michigan Hospital Service (Blue Cross) cannot 
render under the law. 


390, AUGUST FIRE LOSSES. Preliminary estimates of 
the National Board of Fire Underwriters place Au- 
gust, 1946, fire losses at $40,019,000 an increase 
of 17% over August, 1945. Fire losses in the United 
States for the first eight months of this year are 
up $76,782,000 over the corresponding period last 








year. Estimated fire losses by month: 
1945 1946 

January $ 44,865,000 §$ 49,808,000 
February 41,457,000 51,759,000 
March 40,876,000 53,252,000 
April 37,950,000 52,153,000 
May 34,153,000 46,094,000 
June 34,090,000 44,240,000 
July 34,054,000 40,998,000 
August _34,096,000 40,019,000 

TOT. $301,541,000 $378,323,000 
391. MICHIGAN EEKS CODE CHANGES. The Michigan 


Bar Association, meeting in annual convention at 





i ge el 
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Lansing, adopted resolutions favoring several 
changes in existing insurance laws, including a 
compulsory automobile liability law. In line with 
recommendations of its special committee on the 
workmen's compensation law, the Bar Association 
went on record as favoring some fairly extensive 
changes in the act. Immediate action to clarify 
the law and make it apply to non-accidental injuries 
incurred during and arising out of employment was 
urged. 


392, DICKINSON HEADS MEDICAL RESEARCH BUREAU. Frank 
G. Dickinson, Ph.D., associate professor of eco- 
nomics at the University of Illinois and widely 
known insurance consultant, has been appointed 
economist, Bureau of Medical Economic Research of 
the American Medical Association, and has taken a 
year's leave of absence from the university. Dr. 
Dickinson served as president and secretary of the 
American Association of University Teachers of In- 
surance, consultant to the Illinois Insurance Code 
Commission in 1934 when it prepared a preliminary 
draft of the insurance code for the Illinois Gen- 
eral Assembly, and as pension and statistical con- 
sultant to many corporations. 


393. FIRE PREVENTION BOOKLET. Featured in national 
distribution of fire prevention material to the 
public during National Fire Prevention Week was an 
unusual booklet prepared by Northwestern Mutual 
Fire Association, Seattle, Washington. It was made 
up of a series of cartoons, featuring "Skipper", 
educated canine who specialized in digging up fire 
hazards rather than bones. 


394, SEEK OPINION ON STOP-LOSS COVERAGE. Insurance 
Commissioner David A. Forbes of Michigan reports 
that the attorney-general of the State is to be asked 
for an opinion as to whether departmental rate ap- 
proval is required for stop-loss coverage by work- 
men's compensation self-insurers. An earlier opin- 
ion from the state legal department, held that self- 
insurers had the legal right to purchase reinsur- 
ance against excessive losses. As a result, it was 
decided that the issue of rate control over this form 
of coverage should be passed upon by the attorney- 
general. 


395, SECURITY FIRE SOLD. George Olmsted, chairman 
of the board of directors of the Hawkeye Casualty 
Company on September 26 annoiinced that he and his 
associates had purchased controlling stock of the 
Security Fire Insurance Company of Davenport, Iowa. 
Purchase price was not revealed. The transaction 
is one of the largest in the Middle West insurance 
field in recent years. It is stated that the Se- 
curity Fire will continue as a separate company and 
operate as a running mate of the Hawkeye Casualty 
Company. 


396. CALIFORNIA CONSPIRACY CASE REVERSED. The Su- 
preme Court of California has reversed the state's 
lower courts in the case of Xum Speegle, Salinas 
agent, who charged the Pacific Board of Fire Under- 
writers and a group of companies with conspiracy 
under acts of old separation laws, and demanded 
damages. Decisions in favor of the Board and com- 
panies were handed down by the lower courts. Asa 
result of the reversal by the Supreme Court the case 
will probably go back to the Monterey Superior Court 
for trial on the extent of alleged violation by the 
Board and the amount of damages, if any. 














397, CANADIAN SUPERINTENDENTS NAME HUNTER. Her - 
bert Hunter, Superintendent of Insurance for the 
Province of Manitoba, was elected president of the 
Association of Superintendents of Insurance of Can- 
ada, at the organization's annual meeting held at 
Halifax, September 15-20. Other officers named in- 
clude: Stanley Taylor, Superintendent of Insurance 
for British Columbia, vice president, and Roy B. 
Whitehead, Ontario superintendent, secretary. The 
Association, it was reported at the meeting, is ex- 
pected to seek through legislation some relaxation 
in regulations which govern the licensing of fire 
and casualty insurance companies. 





398. HOUSING PROJECT INVESTMENTS HIGH. Insurance 
company and savings bank funds invested in housing 
projects throughout the nation have reached a total 
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of $325,000,000 with much of the investment author- 
ized by recent state legislation, according to the 
National Association of Housing Officials. A re- 
cent report indicates, the Association said, that a 
$150,000,000 new investment is being made in hous- 
ing by insurance companies in addition to the $125, - 
000,000 formerly invested. Savings Banks current- 
ly are making similar investments totaling $50,000, - 
ooo. 


399, SEEK MISSOURI _ANTI-DISCRIMINATION LAW. An 
anti-discrimination bill for the regulation of au- 
tomobile insurance companies operating in Missouri 
is being prepared by the State Insurance Department 
for presentation to the 64th general assembly which 
convenes early in January, it has been announced by 
Owen G. Jackson, Missouri Superintendent of Insur- 
ance. The measure, he said, is intended to regu- 
late casualty insurance companies in the State and 
would contain provisions to prevent such carriers 
from refusing to write insurance on Negro automobile 
owners. 


400. LOCAL BOARD UPHELD. Judge William A. Anderson 
in the District Court of Minneapolis on September 
25 held in favor of the Minneapolis Underwriters As- 
sociation, local fire board now known as the Minne- 
apolis Association of Insurance Agents, in an ac- 
tion brought against the Board by J. T. Miller, gen- 
eral agent. Miller charged the Board with illegal 
rate making, boycotting and restraint of trade. At- 
torneys for Miller said that the case will be ap- 
pealed to the State Supreme Court. 


401, WARFIELD NEW N.A.I.A. PRESIDENT. Guy T. War- 
field, Jr., of Baltimore was elected president and 
William P. Welsh of Pasadena, California, was named 
vice president of the National Association of In- 
surance Agents at the organization's fiftieth an- 
nual meeting held at Denver, Colorado, September 
22-26. Re-elected to the executive committee of 
the Association were John C. Stott of Norwich, New 
York, and Robert H. Perkins of New Hampshire. Okla- 
homa City, Oklahoma was selected as the site of the 
mid-year meeting to be held the week of April 20, 
1947. Next year's annual convention will be held 
at Atlantic City, New Jersey during the week of Oc- 
tober 13. 


402, AUGUST TRAFFIC DEATHS. Traffic deaths in the 
United States during August, 1946, were 3,010, an 
increase of 17% over August, 1945, according to the 
National Safety Council]. A total of 21,290 traffic 
fatalities were reported for the first eight months 
of 1946, a 34% increase over the corresponding pe- 
riod last year. Traffic fatalities by months: 
1945 1946 Increase 











January 1,930 2,880 49% 
February .* 1,70 2,480 45% 
March 1,970 2,740 39% 
April 1,860 2,730 AT% 
May 1,770 2,410 36% 
June 1,980 2,510 27% 
July 2,090 2,530 21% 
August 22570 °_3.010 17% 

TOTAL 15,880 21,290 34% 


403, AMERICAN INSTITUTE ANNOUNCEMENT. The 1946-1947 
Announcement of the American Institute for Prop- 
erty & Liability Underwriters, Inc. is now available 
for distribution. Copies may be procured by writing 
the Institute at Hamilton Court, 39th & Chestnut 
Sts., Philadelphia 4, Pennsylvania. The Announce- 
ment indicates that there have been no major changes 
in the general rules governing C.P.C.U. candidates, 
although some revisions have been made in the sug- 
gested reading list in order to include new or re- 
vised texts. Statistical results of examinations 
summarized for the entire period the Institute has 
been in operation show 6 successful candidates in 
1943, 12 in 1944, 28 in 1945, and 42 in 1946. 


404, ACCOUNTING CONFERENCE. The Automotive and Cas- 
ualty section of the National Association of Mutual 
Insurance Companies on September 20-21 held an "Ac- 
counting and Office Methods" conference in Chicago. 
C. M. Montgomery, asst. secretary, Celina Mutual 
Casualty Co., Celina, Ohio served as chairman of 
the accounting meeting and R. J. Icks, vice presi- 
dent, Auto Owners Insurance Co., Lansing, Michigan, 
presided at the office methods conference. 
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COMMISSIONERS—Association 23, 100, 
126, 127, 143, 179, 202, 212, 237. 42% 
247, 374, 381; California 141, 363; Can- 
ada 8,277, 397; Georgia 288; Kansas 283, 
357; Michigan 207, 394; Minnesota 192; 
Missouri 72, 199, 358; Nebraska 270; 
New York 52, 109, 147, 152, 163; Ohio 
51; Oklahoma 322, 326; Wisconsin 165. 


COMPANIES—Atlantic Mutual 2, 63; re- 
insurance merger 5; new companies 9, 
34, 107, 119, 166, 251, 272, 282, 295, 
389; insurance stores 16; Ind. medical 
plan 40; Agricultural Mutual 49; Drug- 
gists Mutual 53; Michigan Shoe Dealers 
57; Threshermen’s Mutual 67; Millers 
National 77; Indiana Lumbermens 82; 
Springfield F. & M. 95; Reinsurance 
Corporation 108; American Mutual Li- 
ability 120, 155, 160; Motorists Mutual 
139; Mutual Implement 150; LMC ex- 
pands farm department 151; companies 
sold 161; InsurOmedic Life 201; mer- 
ger approval 225; America Fore 252; 
Standard Accident 258; National Re- 
serve 275; Travelers 282; Maryland Cas- 
ualty 306, 336; Farmers Mutual of Lin- 
coln 323; Illinois Medical Care Plan 
334: Pa. Casualty reinsures 335, Secur- 
ity Fire 395. 


COURTS —Imputed negligence doctrine 
12; mutual dividend control 25; joint 
mutual operation 50; Missouri rate case 
113; compensation injured minor 137; 
Michigan comp. law 159; Nebraska com- 
pensation decision 195; licensing auto 
dealers 219, 243, 314, 386; premium tax 
35, 37, 242, 299; State Farm injunction 
226; Pa. compensation decision 233; 
state right to regulate 244; reciprocal 
subscribers not liable 264; companies 
win D. C. rate case 285; salaried em- 
ployees 292; mortgagee and return pre- 
mium 319; California conspiracy case 
396; local board upheld 400. 


DEPARTMENTAL RULINGS—Alabama 
271; Canada 121; Connecticut 213, 352; 
District of Columbia 124, 194; Illinois 
131; Iowa 302; Kansas 117, 366; Ken- 
tucky 274; Maine 203; Maryland 316; 
Massachusetts 287; Michigan 110, 207, 
298, 353, 360; Missouri 91, 122, 222; 
Nebraska 54, 62, 339, 384; New York 
7, 33, 64, 191, 291, 342, 388; North 
Carolina 183, 328; Ohio 340; Pennsyl- 
vania 79, 123, 308, 332. 


INDIVIDUALS—Minskey 1; Hannah 29; 
Sirois 2?; Donovan 73; Radcliffe 76; 
Sawyer 93; Mylod 97; Cullen 109; Har- 
wood 115; Kemper 129, 248; C. P. 
Rutledge 162; Falls 184; Bowen 188; 
Otto 189; Schauffler 197; Spottke 198; 
Blackall 206; Bowersock 223; Hardy 
224; Christensen 230; Cleaveland 232; 
Joern 260; McKell 263; Reiss 267; Lig- 
gett 268; John Hoffa 281; Parker 278; 
E. E. Wehman 286; Barnes 289; Stark 
296; Keelan 307; Read 322; Roden 327; 
Spencer 329; C. R. Hoffa 331; Hill 348; 
Lawrence Murray 349; Paddock 355; 
Conick 356; Bigelow 380; Dickinson 392. 






185 — 239 


PERIOD INDEX NOS PERIOD INDEX NOS. 
JAN. 1—31, 1946 1— 37 JUNE 1—30, 1946 240 — 288 
FEB. 1— 28, 1946 38— 87 * JULY 1=—31, 1946 289 — 329 
MAR. 1— 31, 1946 88 — 132 AUG. 1— 31, 1946 330 — 372 
APRIL 1 — 30, 1946 133 — 184 SEPT. 1— 30, 1946 373 — 404 

















LEGISLATION — Multiple line bills 46, 
287; Saskatchewan insurance 15; adver- 
tising regulation 172; Oregon auto fund 
173, 311; Nebraska legislative recom- 
mendations 362; Kentucky responsibility 
law 376; Michigan Bar 
changes 391; seek Mo. anti-discrimina- 
tion law 399. 


MEETINGS— A. & H. Conference 3; 
Truman Highway Safety Conference 14, 
94, 208; Pacific Underwriters 22, 215; 
NAIC committee meetings 23, 179, 202, 
212; N.F.P.A. 27; insurance teachers 
31; All-Industry Committee 36, 101, 
157, 377; hemispheric conference 56, 
99, 210, 293; meetings scheduled by 
months 38, 88, 133, 185, 330, 373; mu- 
tual agents meetings 65, 238; Wisconsin 
mutual meeting 66; A.M.A. insurance 
conference 96; Loss Managers 114; mu- 
tual casualty meeting 130; Zone 1 Com- 
missioners meet 146; Purdue arson school 
169; mutual engineers meeting 178; 
Pa. Insurance Days 205; National Assn. 
Insurance Agents 214; Insurance Ad- 
vertising Conference 221; Insurance Ac- 
countants 229; Zone 4 defers A. & H. 
action 301; Accounting Conference 404. 


MISCELLANEOUS — miner’s compensa- 


tion 10; fire prevention awards 15; hos- 
pital withdrawals 24; Nebraska Assigned 
Risks 26; Canadian bond restrictions 30; 
trafic scholarships 41; safety directory 
42; Toronto insurance coverage 44; fed- 
eral office to aid insurance 59; Saskatch- 
ewan auto fund 71, 92; social security 
hearings 84; Hartford city insurance 85; 
insurance education survey 98; Birming- 
ham insurance 106; Knoxville insurance 
coverage 45, 125; housing and fire safety 
134; French nationalization 138; termi- 
nate Cuban affiliation 154; Chamber 
radio program 156; traffic safety con- 
test 171; fire waste contest 174; New Or- 
leans insurance probe 181; Illinois re- 
sponsibility law 187; circus safety stand- 
ards 190; turkey losses heavier 193; 
Insurance Institute examinations® 211; 
Philippine coverage 216; Canton man- 
ager 218; grain elevator safety controls 
220; arson movie ban 231; extend com- 
pensation coverage 235; classification 
agreement 237; Argentine decree 240; 
N. Y. responsibility law 304; Federal 
reorganization 309, 361; rural district 
loans 323; Police trafic check 312; Sas- 
katchewan Insurance Office 341; WDC 
claims deadline 343; progress report 
344; Canadian war risk 345; turkey all- 
risk 365; N. Y. Compensation Board 
report 369; Business Bureau acts 370; 
Indianapolis coverage 371; Boston fire 
code 372; Saskatchewan Health Plan 
378; fire prevention booklet 393; hous- 
ing investments 398. 


ORGANIZATIONS—NAIA 19, 148, 401; 


Insurance Executives Assn. 121; Traffic 


safety conference committee 43; Nation- 
al Assn. of Independent Adjusters 55, 
246; American Medical Assn. 69, 382, 


seek Code 


STATISTICAL—1945 fire 


392; National Bureau of C. & S. Un- 
derwriters 73, 198; Ontario Insurance 
Agents Assn. 75, 164; Ohio Mutual 
Federation officers 83; Hall heads traffic 
committee 89; All-Industry Committee 
36, 101, 157, 377; Texas Industrial 
Board 102; Protection Committee dis- 
solved 112; NFPA 116, 245; American 
Bar Assn. 132; Independent Insurers 
144, 290; Missouri agents retain Scheu- 
fler 158; California plan 167; Blue Cross 
enrollments 176; medical organization 
chartered 177; War Assets Agency 182; 
Assn. of C. of S. Executives 186; Na- 
tional Assn. of Mutual Casualty Com- 
panies 189; Pacific Board reorganiza- 
tion 215; IMUA 223; Insuance Society 
of N. Y. 224; Wisconsin medical plan 
228; National Board of Fire Underwrit- 
ers 230, 265; South-Eastern Underwrit- 
ers Assn. 234; Mutual Fire Insurance 
Assn. of N.E. 250; Virginia Assn. of 
Mutual Insurance Cos. 253; Special Li- 
braries Assn. 254; American Manage- 
ment Assn. 255; Texas Tax Equality 
League 259; U. S. Chamber 269, 313, 
333, 385; National Assn. of Insurance 
Women 279; Risk Research Institute 
261, 303; National Assn. Insurance 
Brokers 284; W. C. Conference Commit- 
tee 297; Blue Cross gains Wisconsin ap- 
proval 305; National Council of State 
Self-Insurers Associations 325; N. Y. 
Fire Insurance Exchange 337; American 
Institute of Property & Liability Under- 
writers 346, 403; mutual agents (state 
and national) 136, 140, 241, 266, 359; 
Mutual Casualty Ins. Rating Bureau 364; 
American Mutual Alliance 367; Inter- 
national Assn. of Insurance Counsel 
375; Industrial Accident Boards 383. 


RATES—Arkansas 4; Texas 6; ‘Michigan 


11; Rhode Island 18; District of Colum- 
bia 20, 111, 285; Va. 70, 217; furrier 
customers’ policy 74; Washington 80; 
burglary manual changes 81; Maryland 
rating bureau 86, 200; personal liabil- 
ity revisions 90; auto 103, 105, 236; 
medical payments extension 180; model 
bills 239; wage limitation rule 256; in- 
stallment plan filings 318; glass 338; 
theft 351. 


record 17; 
Canadian fire 28, 60, 118, 227, 273, 
315, 354; U. S. fire losses by months 
68, 104, 175, 209, 257, 310, 350, 390; 
railroad fire losses 78; traffic deaths by 
months 13, 128, 170, 276, 321, 368, 402; 
1945 fire premiums 145; large loss fires 
149; Canadian auto losses 153; casualty 
premiums 168; 1945 compensation ex- 
perience 317; 1945 fidelity and surety 
experience 320; 1945 countrywide auto 
experience 324; A. & H. premiums 347. 


TAXES—Premium tax 35, 37, 39, 196, 
204, 242, 299; Canadian taxes 48, 300; 
retaliatory tax law fought 87; interest 
on overcharged taxes 142; Texas Tax 
Equality League 259; brokers’ occupa- 
tional tax 262, 294. 
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Organizations of 





Insurance Buyors 





By. Chester A. Kline 





NSURANCE buyers throughout 

the United States have the oppor- 
tunity to join one or more of several 
different types of organizations for 
the purpose of protecting and ad- 
vancing their insurance interests. 

Some of these organizations oper- 
ate solely for this purpose, and these 
may be called professional insurance 
buyers groups. Their membership 
consists of insurance buyers repre- 
senting various kinds of business 
activities. 


Numerous organizations offer their 
members advice with respect to. the 
purchase and maintenance of insur- 
ance but in addition they serve their 
members in other ways. Usually the 
insurance services of these organiza- 
tions are not regarded by them as of 
major importance. The best example 
of this multiple-service type of or- 
ganization is the trade association, 
which may be defined as a voluntary 
non-profit organization formed by a 
group of business competitors for the 
purpose of solving particular prob- 
lems and obtaining certain services 
and benefits for their members. 


At the present time there are some 
8,000 trade associations in the United 
States, many of which render some 
insurance services to their members. 
For example, in a study of association 
activities during 1938, the Chamber 
of Commerce of the United States 
reported that out of 330 trade as- 
suciations replying to a questionnaire, 
ninety-three, or slightly more than 
28% stated they were assisting their 
members in solving their insurance 
problems, or in improving their in- 
surance position or service. 


In addition to independent insur- 
ance’ buyers groups and trade as- 


sociations there are numerous other 
“business associations” which render 
some insurance services to their mem- 
bers. In this group will be found 
organizations such as chambers of 
commerce, traffic clubs, labor unions, 
foreign trade groups, and coopera- 
tives. 


Lastly, there are organizations of 
a non-business type, such as those in 
the religious, charitable, and educa- 
tional fields, which to’ some extent 
give advice with respect to or per- 
form certain insurance services for 
their members. 


The first mentioned type of in- 
surance buyers group, the so-called 
professional buyers type, is the one 
which is being considered here. 


The formation of professional in- 
surance buyers associations is a move- 
ment still in its infancy. Until re- 
cently insurance buyers, including 
those of large business concerns, de- 
pended almost entirely for the pur- 
chase of their insurance upon em- 
ployees who were performing other 
duties such as those pertaining to 
the legal, real estate, financial, or 
some other department of the busi- 
ness. Due, among other things, to 
the technical nature of the insurance 
business, the difficulty of understand- 
ing the terminology used therein, the 
constant changes taking place in in- 
surance and the needs for insurance 
protection, it became apparent in the 
1920’s to many insurance buyers that 
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improvements in the methods of pur- 
chasing and maintaining insurance 
should be made. A number of the 
larger business concerns began to em- 
ploy full-time insurance _ buyers. 
Others gave greater recognition to 
their insurance buyers by placing 
more emphasis upon their functions. 
While there are probably not more 
than 300 full-time insurance buyers 
in the United States today, there are 
approximately 10,000 business con- 
cerns in which insurance management 
is regarded as an important part of 
the work of some member of the 
executive staff. 


In the 1930’s a number of insur- 
ance buyers organized themselves in- 
to associations for their common 
benefit; and since 1940 at least one 
other important association has been 
added to the list. While World War 
II curtailed their activities consider- 
ably, most of the associations which 
have been organized now are discuss- 
ing actively all phases of the insur- 
ance business which affect the pur- 
chase of adequate coverage. 


At the present time there are eleven 
active local insurance buyers groups 
in eight large cities of the United 
States. And more or less inactive 
local groups have been formed in at 
least four other large cities. In addi- 
tion there are the two buyers organ- 
izations which are national in their 
scope. One of these is the Risk Re- 
search Institute, Incorporated, and 
the other is the Insurance Division of 
the American Management Associa- 
tion. 


The names, locations, and date of 
origin of all of the active, and of 
some of the inactive, insurance buy- 
ers organizations are as follows: 
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St. Louis (Mo.) Self-Insurers’ Confer- 
ence; A. G. Woodruff, Chairman (Fulton 
Jag Co.) ; 1930. 

Kansas City (Mo.) Self-Insurers’ Con- 
ference; C. M. Cahill, Chairman (Mass- 
man Construction Co.) ; 1930. 


St. Louis (Mo.) Insured Members’ Coun- 


ference; John Schoemaker, Chairman 
(Laclede-Christy Clay Products Co.) ; 
1935. 

Kansas City (Mo.) Insured Members’ 
Conference; J. H. Schuler, Chairman 
(Crown Drug Co.) ; 1935. 

Jasper County, Joplin (Mo.) Insured 
Members’ Conference; H. Dobbs, 


Chairman (Retired) ; 1935. 


St. Joseph (Mo.) Insured Members’ Con- 
ference; L. C. Kirk, Chairman (American 
Wallpaper and Paint Co.) ; 1935. 


Hannibal (Mo.) Insured Members’ Con- 


ference; Inactive; 1935. 


Springfield (Mo.) Insured Members’ 
Conference; inactive; 1935. 


Insurance Buyers’ Association of Minne- 
sota, 100 Metropolitan Bldg., Minneapolis 
2, Minn.; R. J. Rocheford, President 
(Pilisbury Mills, Inc.) ; 1937. 


Insurance Buyers’ Association, 901 Mar- 
ket St., San Francisco, Calif.; inactive; 
not known. 

Insurance Buyers of Pittsburgh, Grant 
Bldg., Pittsburgh 19, Penna.; W. F. Lund, 
President (Gulf Oil Corporation); 1938. 


Insurance Buyers Institute, 3409 Caruth 
St., Dallas 5, Tex.; inactive; 1944, 


Mid-West Insurance Buyers Association, 
Chicago, Ill.; M. G. Erickson, President 
(The Quaker Oats Co.); 1945. 


Risk Research Institute, Inc., 50 Church 
St.. New York 7, N. Y.; W. Winthrop 


Clement, Executive Secretary; 1935. 


Insurance Division American Manage- 
ment Assn., 330 West 42nd St., New York 
18, N. Y.; I. M. Carpenter, Vice Presi- 
dent (Ebasco Services, Inc.) ; 1931. 


Local insurance buyers groups 
range in size from thirty to fifty mem- 
bers, in most cases. For example, the 
Chicago group had a membership of 
thirty-one during: the first part of 
1946, but a membership drive is be- 
ing conducted to raise and keep the 
active membership between fifty and 
sixty. The Pittsburgh group had 
forty members and the Minnesota 
group fifty, as of a recent date. 


Risk Research Institute, Inc., with- 
in one year of its establishment, had 
about 150 members. Today it has 
over 200. The American Management 
Association has approximately 4,000 
officials of member companies en- 
rolled in its Insurance Division to 
receive its printed material. 


Membership in most local groups 
consists of insurance buyers only. For 
example, the by-laws of the Mid- 
West Insurance Buyers Association 
specifies that membership is “open to 
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any individual, firm, corporation, 
estate or fiduciary not engaged in the 
business of underwriting, selling, ad- 
vising or rating insurance, or the in- 
vestigation or settlement of losses.” 
Furthermore, “change in status dur- 
ing membership shall be grounds for 
termination of membership.” In 
Pittsburgh and several other cities, 
self-insurers are permitted to become 
members. 


Membership in Risk Research In- 
stitute, Inc., consists of buyers and 
self-insurers; but membership in the 
Insurance Division of the American 
Management Association consists of 
both purchasers of insurance and in- 
surance companies and their repre- 
sentatives. However, the Insurance 
Division always is managed by an in- 
surance purchaser. 


There is no attempt to restrict the 
membership of any of the local or 
national groups to a particular type 
of buyer. In Pittsburgh, for example, 
the five officers of the buyers group 
represent the following business con- 
cerns: Gulf Oil Corporation, Peoples- 
Pittsburgh Trust Company, Harrison 
Construction Company, Pittsburgh 
Coke and Chemical Company, and the 
Philadelphia Company. Likewise, the 
officers of the Mid-West Insurance 
Buyers Group represent the Quaker 
Oats Company, the Pure Oil Com- 
pany, Container Corporation of 
America, and Certain-Teed Products 
Corporation. Usually, also, the mem- 
bers represent companies which have 
large risks in the given state, fre- 
quently in other states, and sometimes 
in foreign countries as well. With re- 
spect to types of buyer memberships, 
the only difference between the local 
and national associations is that rep- 
resentation in the rlational associa- 
tions consists of more kinds of pur- 
chasers of insurance than is the case 
for the local associations. 


Dues in the various local groups 
are low. In the Insurance Buyers As- 
sociation of Minnesota dues are $5.00 
per year. In other local groups it is 
somewhat higher. The Mid-West In- 
surance Buyers Association, for ex- 
ample, charges $25.00 per year, the 
$25.00 charge applying to each mem- 
ber firm or corporation. 


The annual membership fee in the 
Risk Research Institute, Inc., is $50. 
The membership fee recently was 
doubled without the loss of a single 
member. The American Management 
Association charges companies $100, 
and individuals $30.00 yearly for 
membership. Such memberships in- 
clude the right to participate in insur- 


ance and other conferences, as well 
as to receive copies of frequently pub- 
lished information relating to new de- 
velopments and procedures in all 
phases of management. 


HE specific activities of local in- 

surance buyers organizations vary 
considerably from one organization 
to another but most have one main 
purpose, the education of members 
with respect to proper methods of 
obtaining and maintaining insurance 
protection at the lowest possible cost. 
The forum or conference method is 
most used by the local organizations 
for this purpose. 


The Insurance Buyers of Pitts- 
burgh consisted originally of the in- 
surance managers of a small number 
of industrial companies and banks, 
plus representatives of several insur- 
ance companies. Today membership 
is restricted to buyers of insurance 
and self-insurers. The organization’s 
‘sole purpose is to keep its members 
fully acquainted with new develop- 
ments and trends in the commercial 
insurance field.” The organization 
states that it has no axes to grind, 
and that it does not have as its aim 
the use of political pressure. Rather 
it “expects through contacts with 
speakers, representing large under- 
writers, that it will bring the prob- 
lems and ideas of the membership 
to the attention of the insurance com- 
panies, whose main objective should 
be devoted toward giving the buyers 
of insurance the protection and broad 
coverages desired to meet post-war 
conditions.” 


The Insurance Buyers Association 
of Minnesota uses the forum method, 
holding meetings monthly from Sep- 
tember to May. At these meetings 
speakers discuss some phase of insur- 
ance, or round tables are held by the 
members for the discussion of prob- 
lems. 


The Minnesota Association has 
carried on other types of activities. 
For example, during the 1945 session 
of the Minnesota legislature the asso- 
ciation was instrumental in having a 
bill introduced, which was enacted, 
providing for the elimination of the 
word “legally” from the standard 
workmen’s compensation policy. This 
change in the law was desired because 
prior thereto a minor illegally hired 
by an employer inadvertently was not 
covered by the Workmen’s Compen- 
sation Act. Also in 1945 the associa- 
tion and several other organizations 
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opposed successfully a request by the 
Minnesota Compensation Rating Bu- 
reau for a flat increase of 7.4 per cent 
in rates. In January, 1946, members 
of the Minnesota Association ap- 
peared at various meetings conducted 
by the Compensation Insurance Board 
and submitted evidence bearing on 
another proposed increase in rates. 
As a result the Board ordered an 
overall reduction in pure premium of 
about 1.96 per cent. 


Each of the various insurance buy- 
ers groups in Missouri (St. Louis, 
Kansas City, St. Joseph, Springfield, 
etc.) was organized on a self govern- 
ing basis under the sponsorship of 
the Associated Industries of Mis- 
souri, with headquarters in St. Louis. 
All of these groups are known as In- 
sured Members’ Conferences (St. 
Louis District, etc.). The purpose of 
each group is to provide a forum for 
member concerns of Associated In- 
dustries of Missouri, in which they 
may discuss problems relating to all 
types of business insurance. Meet- 
ings are held monthly or bi-monthly. 
Insurance company representatives 
frequently are secured to speak on 
subjects which are selected by the 
executive committee of the particular 
buyers’ group. There always is a 
question and answer period after each 
speaker’s presentation in order to 
clear up doubtful points in the minds 
of members. 


The Associated Industries of Mis- 
souri also sponsors two other con- 
ferences which meet regularly once a 
month, except during July and Aug- 
ust. These are known as the St. Louis 
and the Kansas City Self-Insurers’ 
Conferences of Associated Industries 
of Missouri. These two conferences 
were organized for the purpose of 
creating “a friendly and cooperative 
spirit among employers carrying their 
own insurance under the Missouri 
Compensation Law,” and for the ex- 
change of information and experience 
relating thereto. During their fifteen 
years of life these two organizations 
have been very helpful to their mem- 
bers. In addition to the exchange oi 
information they also have been ac- 
tive with regard to legislative pro- 
posals affecting the Missouri Com- 
pensation Law. In 1943, for example, 
these two groups were able, because 
of the interest and activity of their 
members, to secure an amendment to 
the Missouri Compensation Law cre- 
ating a so-called “Second Injury 
Fund.” 


The Associated Industries itself 
was organized some twenty-seven 
years ago to help bring about the pas- 
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sage of a Workmen’s Compensation 
Law. After the passage of this type 
of law the Insurance and Workmen’s 
Compensation Division became inter- 
ested in insurance matters other than 
those relating to workmen’s compen- 
sation. After the organization of var- 
ious local groups, Associated Indus- 
tries of Missouri in 1943 organized 
an Insurance Buyers’ Council. This 
is a state-wide committee composed 
of representatives from each of the 
local groups. This council is able to 
represent the members of the local 
groups in connection with insurance 
matters which are of state-wide in- 
terest. 


There are several other local in- 
surance buyers groups, which are sim- 
ilar in their organization and activi- 
ties to those groups which have been 
described. They are not, however, as 
active ; and for this reason, they need 
not be described here. 


HE activities of Risk Research 

Institute, Inc., are many and var- 
ied. The announced objective of the 
Institute “is to advance and protect 
the interests of insurance purchasers, 
by (1) promoting sound principles 
and practices that will lead to compre- 
hensive, yet simplified and economical 
insurance protection and loss preven- 
tion; (2) disseminating timely and 
reliable information, derived from re- 
search and discussion, on all prob- 
lems affecting the scope or cost of 
insurance; (3) aggressively present- 
ing the insured’s point of view to all 
groups engaged in insurance under- 
writing and supervision.” 


To attain these objectives the In- 
stitute holds regular monthly meet- 
ings, participation in which usually is 
restricted to those not engaged in the 
insurance business. Speakers, who 
may be members or outsiders, are 
leading authorities on “‘vital and time- 
ly issues suggested by the member- 
ship. Full and frank exchange of 
ideas and experiences is enjoyed, 
which members have found not only 
interesting but of definite value when 
applied to their own business affairs.” 
In the latter part of 1945 the Insti- 
tute held a series of conferences with 
buyers and buyers associations in 
Minneapolis, Chicago, Detroit, Buf- 
falo, and Pittsburgh for the purpose 
of extending its organization and ac- 
tivities through the establishment of 
Institute sections in all the principal 
cities of the country. 


To help in research and in dissem- 
inating information the Institute in 
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January 1945, began issuing “The 
Risk Researcher,” an association bul- 
letin. This publication has from time 
to time contained considerable infor- 
mation for its members. For example 
it has contained Institute discussions 
of such questions as the U. S. Su- 
preme Court decision in the SEUA 
case, Federal and _ state legislation, 
multiple-line underwriting, carrier 
competition, acquisition costs, broker- 
agent service, workmen’s compensa- 
tion liability to “illegal” employees, 
coverage of other employees such as 
fire brigade personnel, and a host of 
other similar matters of value to buy- 
ers of insurance. The Researcher has 
also carried the texts of many ad- 
dresses, made by members and non- 
members. 


The Institute has been very active 
from its origin in 1935 in presenting 
its point of view to those engaged in 
insurance underwriting and supervis- 
ion. It always has been actively inter- 
ested in proposed changes in work- 
men’s compensation laws. The Insti- 
tute advocated and participated ac- 
tively in the recent revision of the 
New York standard fire insurance 
policy. In December of 1944, the In- 
stitute made representations to the 
National Association of Insurance 
Commissioners and to various mem- 
bers of the Federal government with 
respect to its views on the need for 
legislation created by the U. S. Su- 
preme Court SEUA decision. More 
recently the Institute has been active 
in connection with the extension of 
powers of insurance companies to 
write multiple risks. 


To facilitate the execution of the 
aforementioned and many other acti- 
vities the Institute has appointed re- 
cently from its membership a num- 
ber of standing committees. These 
are designated as follows: Automo- 
bile, Boiler and Machinery, Burglary 
and Allied Lines, Employee Benefits, 
Fire and Supplemental Lines, Inland 
Marine, Ocean Marine, Public Lia- 
bility and Property Damage, and 
Workmen’s Compensation. Each com- 
mittee has a chairman and four other 
members. 


The American Management As- 
sociation is the only other organiza- 
tion which need be considered under 
the heading of national insurance 
buyers groups. The AMA itself is a 
national organization composed of 
industrial and commercial companies 
interested in all phases of modern 
management methods. The Associa- 
tion states that it makes no profit, 
does no lobbying and advances no 
propaganda. The Association ar- 
ranges conferences, carries on re- 

















18—October, 1946 


search, and issues publications and 
other information, all for the purpose 
of helping its members improve their 
management methods. 


To better serve its members, the 
AMA has seven conference divisions, 
as follows: Personnel, Finance, Of- 
fice, Marketing, Production, Packag- 
ing and Insurance. Each division is 
headed by a vice president of the 
Association “drafted from the mem- 
bership and a recognized authority in 
his particular field.” The present 
head of the Insurance Division is 
Mr. I. M. Carpenter, Manager of 
the Insurance Department of Ebasco 
Services, Incorporated. Ebasco Serv- 
ices, Inc., is a subsidiary of Electric 
sond and Share, which renders broad 
engineering, management, financing 
and insurance services to utilities, 
large industrial and commercial firms. 
The insurance services include the 
expediting of claim settlements and 
engineering advice along fire preven- 
tion lines. 


In normal times two Insurance 
Conferences are held each year, one 
iit New York and one in the middle 
west, usually in Chicago or in Cleve- 
land. Insurance company representa- 
tives who are members are active in 
planning and conducting the confer- 
ences. The attendance in recent years 
has been about 800 at the eastern 
meetings and about 500 at the western 
meetings. Approximately 60% of 
those attending are buyers; the re- 
maining 40% represent largely the 
producing end of the insurance busi- 
ness. It should be stated, however, 
that usually a member buyer type of 
company sends only one representa- 
tive to the meetings, whereas a mem- 
ber insurance company frequently 
sends several representatives. 


The most recent conference on In- 
surance Management was held in 
New York on March 11-13, 1946. In 
preparing the program, the AMA In- 
surance Division Council stated that 
is was guided by two principal cri- 
teria: (1) the maintenance of the 
friendly spirit of exchange that has 
characterized past meetings; and (2) 
a desire to follow the wishes of mem- 
bers as far as possible in selecting 
and surveying their current insurance 
problems. 


In addition to the presentation of 
papers, the agenda for the March 
meetings included a round-table on 
Insurable Values, Co-insurance and 
Depreciation, and a Question and An- 
swers Session. The last mentioned 
type of meeting was designed to oper- 
ate on an individual basis for specific 
questions and positive answers. It 
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was announced beforehand that all 
pertinent questions would be answer- 
ed regardless of the subject matter to 
which they referred. 


HILE all buyers groups prob- 

ably represent a total of $250 
millions in annual premiums, each 
group insists that it is not a pressure 
group and does not have any inten- 
tion of leaning in this direction. In- 
stead, the various groups make it 
clear that while they are interested 
in obtaining adequate protection at 
the lowest cost, their members pur- 
chase their protection through regu- 
lar channels and according to prac- 
tices consistent with the financial 
safety of the insurance business. 


It is felt that if insurance com- 
panies and their representatives were 
admitted as members the best results 
would not be obtained because of the 
conflict of interests which naturally 
exists. With membership confined to 
buyers only there should be no fear 
of pressure from producers to get 
members to buy; and buyers should 
be more outspoken in their statements 
and inquiries. 

In spite of a membership represent- 
ing many different types of businesses, 
the forum or conference method is 
used by buyers groups because of its 
convenience and low cost. Meetings 
may be arranged simply by obtaining 
a speaker and someone to lead the 
floor discussion thereafter. This type 
of activity does not entail the ex- 
penses which would be necessary if 
a permanent office were set up, with 
one or more persons employed for the 
purpose of serving the members. 


Insurance buyers groups no doubt 
already have helped materially to 
bring about certain changes in in- 
surance practices which are of great 
benefit to all insurance buyers, non- 
members as well as members, and 
small as well as large purchasers. 
Good examples of such changes are 
the revised New York Standard fire 
policy, now in use in most states, and 
the recent revisions of the laws in a 
number of states permitting fire and 
casualty companies to write more 
comprehensive types of insurance 
policies. Insurance buyers not only 
approved these changes generally but 
they took positive action to encourage 
their enactment. 


On the other hand, many of the 
activities of insurance buyers groups 
are of necessity beneficial chiefly to 
their own members. The buyers 
group may, through the cooperation 
of those in the insurance business, 
effect changes in terms and costs of 


those contracts purchased by all or a 
portion of its members. And as 
stated before, the principal function 
ot insurance buyers groups is to keep 
their members fully informed regard- 
ing the most efficient methods of 
handling their own insurance mat- 
ters. 


Whether is should be so or not, it 
sometimes happens that a buyer of in- 
surance secures better contract terms 
and lower insurance costs, not only 
because he is a better informed buyer, 
but also because he purchases insur- 
ance in large amounts. Since mem- 
bers of insurance buyers groups re- 
present in large part the big insurance 
buyer, the question may be raised as 
to whether or not insurance buyers 
groups have made any effort to se- 
cure special benefits for their mem- 
bers because of this advantage. The 
answer is, according to the evidence 
available, the various buyers groups 
have made no attempts of this kind. 


The small purchaser, as a rule, does 
not have the same buying knowledge 
as the large purchaser ; and since pos- 
sible savings are small, he does not 
have the same incentive as the large 
purchaser to acquire the necessary 
knowledge. Many large . purchasers, 
however, such as _ municipalities, 
through lack of knowledge and wil- 
lingness to take the initiative, often 
fail to purchase their insurance on the 
most favorable terms. 


The formation of insurance buyers 
groups in the past has often encoun- 
tered obstacles in the form of some 
resistance by insurance company offi- 
cials, agents and brokers, as well as 
apathy and even opposition from a 
few representing the buying side of 
the business. Probably the most im- 
portant of these obstacles is the lack 
of interest on the part of many who 
represent the buying side. 


A frequent explanation for the fail- 
ure to participate in the activities of a 
buyers organization is the pressure of 
other matters or lack of time. This is 
the same thing as saying that the dis- 
interested individual sees greater re- 
turns for his time if it is spent in 
other ways. Those who take this view 
are thinking primarily of the rela- 
tively small saving in premiums which 
they may effect through buyer group 
activities; and they fail to consider 
the value of the more adequate pro- 
tection which should result from such 
activities. However, most buyers rec- 
ognize the benefits to be obtained 
from a buyers organization; and the 
indications are that the movement will 
continue to grow and have profound 
effects on insurance practices in the 
future. 
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THE MEASUREMENT OF FIRE HAZARD... 





.. . HOW FIRE INSURANCE RATES ARE MADE 


TTENTION recently was called 

in these pages to the fact that 
during the early months of 1947 the 
legislatures of forty-four of the states 
will come together. 


It was pointed out that bills seeking 
certain changes in the laws under 
which each state regulates the busi- 
ness of insurance within its borders 
are expected to be advanced in each 
of these legislatures, and that the 
principal changes sought will concern 
regulation of fire insurance and casu- 
alty insurance rates and rate-making. 
The reason is that the states desire to 
strengthen, and to make more nearly 
uniform, their controls in this field— 
as an indication that Federal regula- 
tion of insurance is not needed. 


With insurance rates and rate-mak- 
ing thus destined to move into the 
legislative limelight during the com- 
ing year, it seems important that there 
be developed for public examination 
a clear picture of how the principal 
types of insurance rates are made. 


It is unfortunate but true that not 
very many people outside the insur- 
ance business know much about how 
insurance rates are made. Usually 
it just has been taken for granted that 
the subject is too complicated for any- 
one but an expert to hope to under- 
stand, and that it is useless to try to 
explain it in simple terms. The fact 
is that although the services of high- 
ly-trained individuals are required in 
the operation, there is nothing mys- 
terious about insurance rates or rate- 
making. Its principles can be made 
clear to anyone who is willing to give 
the subject a small amount of study. 


An “insurance rate” is nothing 
more nor less than the price at which 
a certain amount of insurance cover- 
age is sold, just as the price at which 
one pair of shoes is sold might be 
termed a “shoe rate”, or the price at 
which one pound of sugar is sold 
might be termed a “sugar rate.” In 
determining the price at which insur- 
ance is to be sold, however, it is neces- 
sary to use a somewhat different meth- 
od than is used in determining the 
price at which shoes or sugar will be 
sold. It is this difference which seems 
to be the cause of all the confusion. 


How does a shoe manufacturer, 
under normal conditions, set the price 


which he charges for a pair of shoes? 
He adds together the cost of the labor 
and materials which went into the 
making of the shoes, he adds a proper 
fraction of his overhead costs, and he 
adds the profit he expects to make. 
The resulting figure is the price he 
charges, and when he sets this price 
he knows pretty accurately the dollars 
and cents values of the elements 
which are included in it. 


An insurance company, however, is 
not selling anything tangible, such as 
a pair of shoes. It is selling a policy 
of insurance, which is a contract un- 
der which it undertakes to reimburse 
the buyer for certain specified losses 
which he may suffer during a definite 
period in the future. In advance the 
insurance company can pretty well 
estimate what its operating expenses 
will be during the life of this insur- 
ance policy or contract. But it has no 
way of knowing what it will be re- 
quired to pay out in losses, in case it 
must reimburse its policyholder for 
damage done by the fires, the acci- 
dents, or the other contingencies 
which are covered under the policy of 
insurance. The insurance company 
must attempt to forecast the probable 
extent of these losses as best it can. 


Insurance rate-making is the pro- 
cess of determining what amount, in 
dollars and cents, will be charged for 
a given amount of insurance protec- 
tion. This is true whether the type 
under consideration be life insurance, 
workmen’s compensation insurance, 
automobile insurance, fire insurance, 
or any other kind of insurance. And 
the central problem is not entirely, as 
might be thought, one of making cer- 
tain that the insurance company takes 
in at least as much in premiums as it 
is required to pay out in losses and 
expenses. Just as important is the 
necessity for determining that the 
amount collected from each policy- 
holder is equitable, that each individ- 
ual policyholder pays an amount into 
the common fund maintained by the 
insurance company which is propor- 
tionate to the probability that he will 
have a loss, and to the amount which 
he will draw out of this common fund 
in case he does have a loss. 


Sometimes it is not very difficult 
to determine what each individual’s 
equitable premium should be, as 


where there are a great many in- 
dividuals subject to about the same 
hazards. Sometimes it is very dif- 
ficult to determine what each individ- 
ual’s equitable premium should be, 
as where no two insured individuals 
are subject to the same hazards, and 
the probabilities of loss range from 
virtual zero to virtual certainty. 


In this article it might be well to 
begin with one of the most difficult 
problems—that of making insurance 
rates which measure the probability 
of an individual’s having a loss by 
fire. Later it will be possible to con- 
sider other fields which do not pre- 
sent the same degree of difficulty. 


To start with a very simple illustra- 
tion: Suppose the reader offered each 
of fifty-two persons an opportunity 
to draw one card from a deck of play- 
ing cards, and offered to pay the sum 
of $52 to the person drawing the ace 
of spades. If no expense were in- 
volved, and the reader merely wished 
to break even on this operation, ob- 
viously he would charge each person 
$1 for the privilege of drawing a 
card. That is simple arithmetic. 


But suppose that the reader told 
each of fifty-two persons that, should 
any one of their houses burn down 
during the year, he would pay this 
person an amount equal to its value at 
the time of the fire. How much would 
the reader charge each of these fifty- 
two persons for that privilege? It 
still would be possible to determine 
the amount to be charged with reason- 
able accuracy, by-mathematics, but a 
great many more factors than were 
involved in drawing a card would 
have to be taken into consideration. 


The first factor which would sug- 
gest itself would be the determination 
of how many of these fifty-two 
houses are likely to burn down during 
a year. The reader’s first move, logi- 
cally, would be to attempt to secure 
somewhere statistics on house burn- 
ings. If such statistics were available, 
and it were found that one house out 
of fifty-two may be expected to burn 
each year, the reader’s “rate-making 
problem” might seem simple. He 
would merely charge each individual 
1/52 of the value of a house as a pre- 
mium, and when one house burned 
during the year he would turn over to 
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that house’s owner the fund which 
had been collected from the owners 
of the fifty-two insured houses. 


As a practical matter, of course, 
the reader would begin to run into 
difficulties immediately. Fifty-two 
houses are not enough houses to per- 
mit the law of averages—or what sta- 
tisticians call the law of large numbers 
—to operate. In one year perhaps no 
houses would burn, and the fifty-two 
insured householders would look up- 
on the reader’s profits with a jaun- 
diced eye. In another year, in defi- 
ance of the statistics, three houses 
might burn, and the reader would 
have nothing but the sympathy of his 
clients. In another year there might be 
a conflagration, with the fire depart- 
ment unable to prevent the sweeping 
of fire from house to house, and all 
of the houses would burn. In an- 
other year only part of a house might 
burn, which would require determina- 
tion of how much should be paid for 
the partial destruction. 


The next set of difficulties would 
grow out of the fact that not all 
houses are alike. Their values vary 
widely. Some are more likely to catch 
fire than others. Some are likely to 
be much more severely damaged than 
others, in case they do catch fire. 


And so far the reader has been 
dealing only with houses, which are 
much less likely to burn than many 
other types of structures ; he has been 
dealing with fifty-two houses located 
in the same town, so that all have the 
protection of the same fire depart- 
ment and water supply, and all are 
subject to the same climate. Diffi- 
culties truly would begin to multiply 
if the reader were to begin operating 
a fire insurance company, which un- 
dertakes to pay fire losses on all types 
of buildings, housing all types of 
operations, located in all parts of the 
country, and enjoying all degrees of 
fire protection. It soon would become 
apparent to the reader that some very 
detailed system of appraising fire haz- 
ards is necessary, if fire insurance 
rates are to measure equitably the 
probability that one building will burn 
against the probability that another 
building will burn. 


Since for almost two hundred years 
fire insurance companies not only 
have been able to remain in business 
in the United States, but have be- 
come increasingly sound institutions 
in the face of the wars, conflagra- 
tions, and disasters which have af- 
flicted the nation during that period, 
it is obvious that they have been able 
to work out methods of rating which 
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provide a reasonably accurate mea- 
sure of the probability that any given 
structure will be damaged or de- 
stroyed by fire. 


The fire insurance rating methods 
of today are the result of a process 
of evolution. Originally each fire in- 
surance company set its own rates, 
which rested upon individual judg- 
ment, and naturally were influenced 
by personal, political, and business 
considerations. They were roughly 
satisfactory as long as fire insurance 
companies operated in very limited 
areas, but as territories and coverage 
expanded this system began to break 
down. It was succeeded by a system 
under which fire insurance compan- 
ies cooperated in making common 
rates in limited areas. During the 
1880’s this method gave way to a 
more scientific approach to the sub- 
ject of rating. Today, after a long 
process of refinement, fire insurance 
rates are made primarily upon the 
basis of expert engineering analysis 
of the fire hazards involved in each 
individual structure. 


In virtually all states fire insurance 
rates nowadays are developed by 
rating and inspection bureaus. A 
large percentage of the fire insurance 
companies writing insurance in a giv- 
en state are members of that state’s 
rating bureau, or purchase the bu- 
reau’s service. 


Each bureau is staffed with train- 
ed personnel, such as engineers, in- 
spectors, and statisticians. Their task 
is to do the work involved in deter- 
mining the equitable rate upon any 
structure the owner of which wishes 
to insure himself against the possi- 
bility of loss by fire. When this rate 
has been determined it is available to 
any fire insurance company which is 
a member of the bureau, or which 
subscribes to the rating bureau’s serv- 
ice. 


The rating bureau’s first job is to 
determine a so-called “basis rate” for 
all structures within a given area, or 
for various classes of structures with- 
in a given area. In a general way this 
is founded upon what is called “ex- 
perience,” or the burning record for 
a wide area over a period of years, 
with some allowance for such factors 
as the possibility of conflagration. 


It cannot be based upon exact sta- 
tistics for a given area. If it were, 
a small area which had been lucky 
enough to have escaped fires for a 
considerable period _ theoretically 


would have to be furnished fire in- 
surance free; yet the fact that there 





had been no recent fire losses in this 
limited area obviously is no guaran- 
tee that there will not be a number 
of fires during the next year. If exact 
statistics were the only basis for fire 
insurance rating, what would be the 
cost of fire insurance in a small area 
which had been unfortunate enough 
to have had a recent serious confla- 
gration? Statistically the cost of fire 
insurance would have to be almost as 
much as the cost of the buildings in- 
sured, which would result in no one’s 
being able to buy fire insurance in that 
area; yet the fact that there has been 
a serious conflagration recently is no 
indication that there will be any un- 
usually large number of fires during 
the next year. 


This “basis rate,” which represents 
a combination of the statistical exper- 
ience over a wide area and over a long 
period and the professional judgment 
of men of long experience in fire in- 
surance rating, is only the starting 
point. The next step is to determine 
whether a particular town or similar 
area ranks about average, above aver- 
age, or below average, in the factors 
which influence the extent of fire loss. 
Towns are separated into ten classi- 
fications by means of an analytical 
table, which adds points or subtracts 
them upon the basis of how closely 
the particular town or area corre- 
sponds to the average. The most im- 
portant factor considered is water 
supply, since this is vital in determin- 
ing whether fires that get started can 
be extinguished before they do ex- 
tensive damage. The efficiency of the 
local fire department is the factor that 
comes next. Other factors, of de- 
creasing importance, are the alarm 
system, police protection, building 
laws, hazards, and structural condi- 
tions, with some consideration given 
to climate, elevation, and exposure. 


The simplest type of rate evolved is 
what is called a “class rate,” which is 
a rate applied to a large group of 
similar structures subject to essen- 
tially the same hazards. Dwelling 
houses, for instance, are not so dif- 
ferent from each other in construc- 
tion or in degree of hazard that close 
engineering analysis of each is neces- 
sary in order to determine an equit- 
able rate. Once a basis rate for dwell- 
ings in a particular area has been de- 
termined it may be necessary only to 
vary it according to whether the house 
is brick or frame, with minor charges 
or credits for certain structural feat- 
ures. There are other types of similar 
and simple structures which may be 
rated as a class, rather than as individ 
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uat structures. Manuals of these class 
rates, by localities, are made available 
to insurance company representatives, 
and they need only look up the class 
and the area to know the proper rate 
for fire insurance in any particular 
case. 


When it comes to determining the 
proper fire insurance rates for busi- 
ness buildings, and especially indus- 
trial plants, it is obvious that the dif- 
ferences between one structure and 
another are so great that some more 
detailed method is needed to make 
certain that the rate is equitable as 
between one policyholder and another. 
Of two buildings of similar construc- 
tion, one may house a factory where 
hazardous processes are carried on, 
another may house a bank. There are 
so many differences between one fac- 
tory and another, and between one 
bank and another, that mere statistics 
upon how many factories or how 
many banks burn each year would be 
useless as a guide. And some banks 
may be more likely to burn than some 
factories. If an effort were made to 
keep statistics upon each difference 
between each type of structure, or 
each type of occupancy, there would 
be a countless number of classifica- 
tions. Not only would the statistical 
work be impossible unless much high- 
er charges were made for fire insur- 
ance, but there would be so few struc- 
tures in each of the classifications that 
the statistics would be useless for 
forecasting the probability of loss by 
fire. 


The practical method for handling 
this situation is what is known as 
“schedule rating,” and in one form 
or another it is the fire insurance rat- 
ing method used throughout the 
United States for structures such as 
business and mercantile buildings, and 
industrial plants. The principle of a 
rating schedule is similar to the prin- 
ciple of a tape measure. If the dimen- 
sions of a desk are desired the tape 
measure is used to determine the num- 
ber of inches in each dimension. In 
establishing a fire insurance rate on 
a business building the rating sched- 
ule is used to determine the fire haz- 
ards present in the construction, occu- 
pancy, and exposure of the building. 


Schedule rating involves an engin- 
eering analysis of the various factors 
which increase or decrease the prob- 
ability of fire in a given structure. 
An unprotected stair opening between 
two floors will facilitate the spread 
of fire, whether the fire is in a bank 
or a factory. The presence of a suffi- 
cient number of fire extinguishers 
makes it likely that small fires can be 
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gotten quickly under control, whether 
these small fires start in a bank or in 
a factory. 


The type of activity which is car- 
ried on in the structure makes a dif- 
ference in the probability that fire will 
start, and in the degree to which it is 
likely to spread if it does start. A 
steel desk does not start fires; a cut- 
ting torch is quite likely to start fires. 


The location or “exposure” of a 
building makes a difference in the 
probability of fire. A building set off 
by itself is not very likely to catch 
fire from outside, unless there is a 
grass fire. But a brick building may 
have window openings on its second 
floor overlooking the roof of an ad- 
joining frame building in which pro- 
cesses using highly flammable materi- 
als are carried on. Should a fire occur 
in the frame building there is a possi- 
bility of its communicating itself to 
the brick building through the unpro- 
tected window openings, although the 
brick building itself may be quite un- 
likely to catch fire from within. 


All of these and other factors have 
been considered in the rating schedule, 
and a charge or a credit is made 
against the basis rate for each of 
them. Under different systems these 
charges and credits may be made in 
dollars and cents, or they may be 
made in percentages of the basis rate. 
But when they have been applied the 
final rate reflects with fair accuracy 
the probability of fire loss in that par- 
ticular building. It requires special 
knowledge to survey and appraise 
each of these factors in connection 
with a particular building, especially 
a large industrial plant. When they 
have been set down, their application 
to the fire insurance rate is a matter 
of mathematical computation. 


The making of these engineering 
inspections is one of the princinal 
functions of fire insurance rating bu- 
reaus. The bureau’s engineers make 
the inspections, and the bureau tech- 
nicians then develon the rate upon 
the particular building. This rate is 
available to all of the fire insurance 
companies which are members of the 
rating bureau. or which subscribe to 
its services, and is the rate which any 
of these companies charge for fire 
insurance upon that building. 


The princinal tvnes of schedules 
used are called the Universal Mercan- 
tile System, used largely in the east- 
ern states, and the Analytic System. 
used in many western states. The 
two systems differ in some particu- 
lars, and each has its adherents, but 
the end result is about the same—the 
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fire insurance rate upon each building 
is set by an engineering appraisal of 
the probability of fire loss. The chief 
advantage of both systems is that the 
policyholder has the power to increase 
or decrease his own rate. If he main- 
tains his building and operates his 
business free from fire hazard, he en- 
joys a reduced fire insurance rate. If 
he permits hazardous conditions to 
exist, the schedule measures those 
hazards, and they are charged for in 
his fire insurance rate. If a property 
owner desires to enjoy a lower fire 
insurance rate he cuts off those haz- 
ards which are likely to originate or 
spread a fire, and accordingly secures 
a lower rate through the application 
of the measuring instrument—the fire 
insurance rating schedule. The best 
example of how this works is seen in 
the installation of an automatic 
sprinkler system. The credit in his 
fire insurance rate which the policy- 
holder receives for installing automa- 
tic sprinklers is large enough that, 
over a relatively short period of years, 
it pays the expense of the installation. 


ROM this explanation of how 

fire insurance rates are made sev- 
eral conclusions can be drawn. One 
is that statistics alone cannot be de- 
pended upon in the making of fire 
insurance rates which accurately 
measure the probability of future fire 
—and that are equitable as between 
policyholders—although in some other 
types of insurance rate-making which 
do not present the same problems 
statistics are of very great value. 





Another is that the system of 
schedule rating approaches equity 
more closely than any other practic- 
able method yet devised, but that the 
engineering and inspection work re- 
quired is so extensive and so costly 
that it can be handled only by bureaus 
to which large numbers of fire insur- 
ance companies contribute ; except in 
certain highly specialized lines the 
cost of such work to a single company 
would be prohibitive. 


But the explanation has demon- 
strated that the process of making fire 
insurance rates in the United States 
is neither mysterious nor so compli- 
cated that it cannot be understood by 
anyone willing to study the subject. 
Admittedly a great deal of informa- 
tion must be collected by experts, if 
fire insurance rates are to be equit- 
able. A great deal of effort must be 
put into the job to keep this informa- 
tion up to date, and to make it read- 
ily available for use. But the actual 
making of fire insurance rates is a 
straightforward mathematical process. 
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MUTUAL FIRE AND 
CASUALTY INSURANCE 
BUSINESS OF 1945 


HE assembling of basic statistics 

upon the operations of all mutual 
fire insurance and casualty insurance 
companies—from the largest of the 
general-writing carriers down to the 
smallest of the assessment organiza- 
tions accepting only farm business— 
is a task which is undertaken annual- 
ly by the American Mutual Alliance, 
as a necessary prelude to its publica- 
tion of the “Directory of Mutual 
Companies .in the United States.” 


Compilation of the information to 
be contained in the next edition of 
this volume, covering business trans- 
acted during 1945, now has been com- 
pleted, and this unique directory will 
be published shortly. It will contain 
data upon the premiums, losses, in- 
surance in force, etc., of every mutual 
fire insurance and casualty insurance 
company doing business in the United 
States. 

Highlights of its contents are: 

Mutual casualty insurance compan- 
ies organized in the United States 
wrote $397,764,220 in net premiums 
during 1945—an all-time high—which 
represented an 11.6% increase over 
the previous all-time high registered 
in 1944. Net losses paid were $172,- 
144,854, up 16.2% from last year. 
Admitted assets were $729,083,665, 
an increase of 11.8% over 1944. Sur- 
plus to policyholders at the end of the 
year was $191,980,854, a gain of 
3.6% over 1944. Savings returned 
te policyholders during the year were 
$51,632,126, an increase of 2.9% over 
last year. 

Mutual fire insurance companies 
organized in the United States wrote 
$254,481,719 in net premiums during 
1945—an all-time high—which rep- 
resented a 9.7% increase over the 
previous all-time high registered in 
1944. Net losses paid were $97,074,- 
177, up 7.6% from last year. Ad- 
mitted assets were $616,136,814, an 
increase of 9.9% over 1944. Surplus 
to policyholders at the end of the year 
was $363,122,626, a gain of 86% 














1945 Mutual Casualty Insurance Business 
Companies Organized in Each State 

No. of Net Prem. Net Losses Admitted Surplus to 
Cos. Received Paid Assets Policyholders 
ee 3 $ 435,438 $ 161,616 $ 1,137,790 $ 285,028 
Taare 6 640,336 181,664 985,979 431,909 
I 5555.5 ators a Do wrote as: fo eee | i: lee ea ae Se 
eee 21 83,983,326 36,375,873 136,611,601 36,710,902 
ee ee 3 2,619,317 1,119,988 3,974,037 1,437,436 
lowa 20 15,129,451 5,622,758 21,217,910 6,552,145 
Ra er 2 1,013,263 369,703 1,427,906 487,406 
Kentucky .......... 1 190,660 59,974 229,356 76,019 
OSE ee 1 5,330 2,458 18,513 14,181 
Maryland .......... 2 129,922 45,879 82,864 41,008 
Massachusetts ..... 10 115,323,761 58,555,470 238,211,102 43,569,239 
MICRIQGR .....5.... 13 18,086,161 7,610,424 29,969,319 8,106,419 
Minnesota ......... 6 1,340,237 448 304 1,979,687 623,907 
Mississippi ......... 1 116,179 72,921 230,051 188,299 
a 16 1,557,929 639,366 2,471,452 985,592 

Montana .......... 1 59,756 30,208 54,653 2, 
Nebraska .......... y 8,672 915 130,853 121,377 
New Hampshire .... 2 2,425,663 742,797 5,752,641 2,414,016 
New Jersey ........ 2 24,814 13,968 179,236 162,328 
New Mexico ....... 2 466,573 182,005 523,192 194,351 
Mew York <........ 23 51,751,398 18,406,842 103,283,047 30,394,163 
North Carolina ..... 1 36,724 9,160 77,735 64,106 
North Dakota ...... 2 1,420 0 11,256 10,688 
REAP rere 14 28,061,668 11,780,689 42,801,722 16,836,263 
Oklahoma ......... 4 1,070,850 514,297 998,318 250,664 
Pennsylvania ....... 14 10,192,032 2,664,967 20,233,435 7,195,920 
Rhode Island ....... 2 2,529,541 646,544 17,313,689 13,009,385 
South Carolina ...... ©  -warvvqameeeo > ~ alecatietete) » a oe eeeee | cae 
South Dakota ...... 2 126,250 43,416 236,510 118,914 
2s eae 4 7,642,423 3,726,109 10,446,440 3,738,358 
Veemen® .../...,. ig 26,870 17,542 57,211 24,903 
rer 1 632,561 304,412 902,682 225,758 
West Virginia ...... 1 337,472 118,391 387,559 85,104 
Wisconsin ......... 14 51,798,223 21,676,194 87,145,917 17,592,602 
TOTALS—1945 ..... 199 $397,764,220 $172,144,854 $729,083,665 $191,980,854 
 ....: 193  $356,270,492 $148,178,622 $652,376,719 $185,353,961 
oe 194 345,875,751 130,808,009 582,734,180 163,696,559 
1942 ..... 192 345,543,221 137,397,404 506,279,372 139,967,678 
(ae 199 295,636,502 125,737,676 436,268,037 119,324,214 
DIVIDENDS PAID TO POLICYHOLDERS: 1945—$51,632,126; 1944—$50,190,064; 1943— 

$50,836,103; 1942—$45,221,363; 1941—$40,994,944. 








over 1944. Savings returned to poli- 
cyholders during the year were $51,- 
782,813, a decrease of 2.6% from last 
year. Net insurance in force increased 
to $73,453,534,655, a figure which was 
4.2% higher than the 1944 total. 


For the casualty insurance compan- 
ies the 1945 ratio of losses paid to 
premiums received was 43.3% as 
against 41.0% for the five-year pe- 


riod. For the fire insurance compan- 
ies the 1945 ratio of losses paid to 
premiums received was 38.1%, as 
against 37.5% for the five-year pe- 
riod. 


Total number of policyholders re- 
ported by 116 mutual casualty insur- 
ance companies, including virtually 
all of the larger carriers, was 5,321,- 
253. Total number of policyholders 
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reported by 1,957 mutual fire insur- 
ance companies, including virtually 
all of the larger carriers, was 10,402,- 
862. 


Average age of the 199 mutual cas- 
ualty insurance companies is 21.2 
years. Of the fire insurance compan- 
ies five have an average age of 162.2 
years; eighty-nine have an average 
age of 107.5 years; 1,568 have an 
average age of 63.9 years; 721 have 
an average age of 30.4 years. Old- 
est, of course, is the Philadelphia 
Contributionship for the Insurance of 
Houses from Loss by Fire, founded 
in 1752, which is also the oldest of 
the nation’s insurance companies. 


At the year’s end there were eighty 
mutual insurance carriers which had 
been in business for more than one 
hundred years. Five of them passed 
the century mark during 1946. They 
were: Merchants and Farmers Mutu- 
al Fire Insurance Company, Worces- 
ter, Mass.; New Brunswick Mutual 
Fire Insurance Company, New Bruns- 
wick, N. J.; Planters Mutual Insur- 
ance Company, Washington County, 
Hagerstown, Md.; Western Mutual 
Fire Insurance Company, Urbana, 
Ohio; and Windsor Mutual Assist- 
ance & Fire Insurance Company of 
Berks County, Hamburg, Pa. 


In volume of premiums, the record 
of the mutual casualty insurance com- 
panies has been one of continuous and 
steady increases. During the period 
1905-1909 mutual casualty insurance 
carriers wrote about 1.5% of all cas- 
ualty insurance premiums written in 
the United States. This increased to 
2.4% during the 1910-1914 period, 
and to 6.5% during the 1915-1919 
period. As workmen’s compensation 
and automobile liability insurance be- 
came increasingly important lines in 
the business, the percentage of total 
premiums written by mutual carriers 
also increased. During the 1920-1924 
period they wrote 9.1% of all busi- 
ness written in this country; during 
the 1925-1929 period this rose to 
10.1% ; in the 1930-1934 period it 
went up to 12.9% ; in the 1935-1939 
period it ingreased to 20.7% ; and in 
the 1940-1944 period it went to 24%. 
Statistics upon all types of carriers 
are not yet available for 1945, but the 
gain in mutual writings in 1945 is 
taken as an indication that the mutual 
carriers at least held their own during 
the year. 


The progress registered by the 
mutual fire insurance carriers in pre- 
mium volume has not been so rapid, 
much of their writings being concen- 
trated in standard lines in which there 
has not been the growth which has 
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been noted in the casualty insurance 
field. Forty years ago mutual fire in- 
surance companies were writing about 
10% of all premiums written in the 
United States by fire insurance car- 
riers. There was a small but gradual 
increase in this percentage until about 
1930. In the 1930-1934 period the 
writings of mutual fire insurance com- 
panies jumped from 11.4% to 15.3% 
of the national total. It was 16.6% 
in the 1935-1939 period, and 16.5% 
in the 1940-1944 period. 


Originally many mutual insurance 
companies, both casualty and _ fire, 
were formed either to write special 
lines or to operate in specialized fields. 
An important impetus to mutual cas- 
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ualty insurance was given, for in- 
stance, by the passage of workmen’s 
compensation statutes in a number of 
the states. Many mutual fire insur- 
ance companies were organized for 
the purpose of furnishing insurance 
at reasonable cost to business men in 
what were considered exceptionally 
hazardous fields—operators of lum- 
ber mills and of country grain elevat- 
ors are excellent examples. 


By careful selection of risks, and 
by rendering specialized engineering 
and inspection services, many mutual 
insurance companies were able to 
place under control what had been 
considered almost unconquerable haz- 
ards. They were able, in consequence, 





1945 Mutual Fire 


Companies Organized in Each State 


Insurance Business 











No. of Net Prem. Net Losses Admitted Surplus to 

Cos. Received Paid Assets Policyholders 

Alabama ......... 4 $ 32,801 $ 10,775 $ 66,711 §$ 50,769 
Arkansas ......... 18 377,990 185,506 556,905 364,452 
California ........ 22 1,242,266 434,461 3,971,010 3,636,960 
Colorado ......... 8 383,009 168,225 616,412 443,856 
Connecticut ....... 12 825,075 353,404 10,841,650 9,757,245 
Delaware ......... 8 673,830 494,515 2,290,194 1,997,460 
MM ses sb cise 2 25,566 23,037 433,688 392,146 
eee 1 2, eee 298,938 230,485 
OS eee 23 1,447,691 388,470 5,064,814 3,876,698 
I eer 10 195,355 111,000 537,789 378,105 
ee 232 14,589, 184 6,242,176 31,033,376 16,497,926 
_ ae 94 10,188,921 4,570,325 15,891,843 8,361,221 
See 178 18,098,214 8,390,123 27,351,017 17,370,423 
Ce ee 21 4,943,862 3,325,059 8,551,137 4,329,144 
Mentueky ......... 24 697,426 244,980 4,230,230 3,935,940 
See 45 884,072 464,867 1,340,286 682,090 
Maryland ......... 18 2,457,981 1,011,388 11,721,646 8,928,805 
Massachusetts ..... 34 39,289,403 11,899,252 99,346,184 50,848,520 
Michigan ......... 79 9,017,090 4,557,804 15,163,960 8,077,783 
Minnesota ........ 180 19,230,263 7,362,201 29,652,657 14,140,919 
ee 167 3,182,173 1,919,947 5,025,425 3,574,420 
Montana ......... 14 74,428 18,460 244,402 219,890 
Nebraska ......... 59 2,997,334 1,223,023 5,129,653 3,660,605 
New Hampshire ... 18 604,260 250,298 2,665,536 1,895,756 
New Jersey .... ... 19 857,051 278,887 3,889,731 2,807,463 
New Mexico ....... 4 59,998 2,149 65,196 63,003 
New York ........ 153 18,779,973 7,477,450 48,476,345 25,331,952 
North Carolina .... 29 380,775 132,667 1,095,179 937,993 
North Dakota ..... 39 1,356,717 478,561 2,804,069 1,975,958 
_ _ SER ee 127 20,669,742 9,432,162 42,820,185 20,694,274 
Oklahoma ........ 8 313,359 164,597 686, 163 558,097 
Ee 5 1,743,218 680,712 3,410,318 1,300,874 
Pennsylvania ...... 239 16,935,937 7,490,726 78,506,861 60,449,170 
Rhode Island ...... 11 29,614,554 4,600,017 83,054,262 45,047,369 
South Caroling .... 16 398,816 103,890 1,923,941 1,302,434 
South Dakota ..... 49 1,163,298 523,828 2,244,813 1,722,864 
Tennessee ........ 33 231,327 90,982 369,402 361,069 
Se See 61 2,471,019 1,118,742 5,002,960 3,246,358 
eae 1 97,918 19,054 420,411 264,723 
Verment. ......654. 9 2,032,311 954,907 3,146,701 1,509,586 
|. re ere 43 711,655 334,346 10,318,155 10,156,211 
Washington ....... 7 10,805,200 3,572,942 17,291,982 5,464,341 
West Virginia ..... 15 346,432 99,955 1,240,345 1,232,858 
Wisconsin ........ 240 13,931,915 5,862,824 27,281,253 14,986,787 
ee 4 20,134 5,483 63,079 57,624 
TOTALS—1945 ....2383 $254,481,719 $ 97,074,177 $616,136,814 $363,122,626 
1944 ....2375 $231,956,964 $ 90,250,824 $560,833,771 $334,237,561 

1943... .2373 222,101,424 82,383,208 527,152,181 316,959,680 

1942 ....2376 214,672,230 75,552,676 482,288,577 290,170,605 

1941 . 2382 198,109,301 74,723,653 443,096,695 266,481,944 


DIVIDENDS PAID TO POLICYHOLDERS: 1945—$51,782,813; 1944—$53,151,322; 1943— 
$51,890,320; 1942—$43,495,422; 1941—$39,383,011. 
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to expand their fields of operation. 


There has been a noticeable ten- 
dency, in recent years, for the larger 
mutual insurance companies to place 
less emphasis upon the writing of 
specialized lines, and to seek general 
business. Thus mutual fire insurance 
carriers which once concentrated their 
activities in such fields as the grain 
trade, lumbering, retailing and the 
like now have more policyholders of 
other types. Instead of writing only 
fire insurance, the larger mutual fire 
carriers now are prepared to handle 
such lines as automobile and inland 
marine, and are writing such lines in 
ever increasing volume. In the same 
way mutual casualty insurance com- 
panies which were organized to spe- 
cialize in workmen’s compensation in- 
surance now write virtually all of the 
kinds of insurance which a casualty 
insurance company is permitted to 
write. 


HE one type of mutual insurance 

carrier which has not followed 
this trend toward the writing of gen- 
eral business to any considerable ex- 
tent is the farmers’ mutual fire insur- 
ance company, a distinctive type of 
insurance organization which writes 
primarily farm fire insurance for its 
membership throughout a limited geo- 
graphical area. Most farme:s’ mutual 
fire insurance companies write busi- 
ness upon the assessment plan, as 
against the advance premium plan 
common to other insurers. Under 
this method assessments are levied at 
stated periods against the policyhold- 
er-members to meet the losses and ex- 
penses of the period. Other mutual 
fire insurance companies commonly 
collect a premium in advance, and 
then return to the policyholder-mem- 
ber at the end of the policy period 
such of the premium as has not been 
required for the payment of losses, 
expenses, and the setting up of neces- 
sary reserves. 


In spite of the comparatively small 
amount of business written by the 
average farmers’ mutual fire insur- 
ance company, and the limited terri- 
tory in which it operates, these or- 
ganizations have been extremely suc- 
cessful in achieving the purpose for 
which they were organized—the furn- 
ishing of insurance to farmers at reas- 
onable cost. As was pointed out in a 
recent article in the JouRNAL or Am- 
ERICAN INSURANCE by V. N. Val- 
gren, then principal agricultural econ- 
omist of the Bureau of Agricultural 
Economics of the United States De- 
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No. of Net Prem. Net losses 
We. Cos. Received Paid 
1945 1895 ...$33,953,944 $20,593,774 
1944 1891 ... 33,180,520 20,980,676 
1943 1895 ... 32,537,494 20,554,634 
1942 1897 ... 30,377,683 16,427,717 
1941 1939 ...-32,380,288 20,957,595 
1940 1947 ... 30,528,404 18,778,733 
1939 2011 ... 30,145,344 19,446,756 
1938 2012 ... 29,001,423 19,568,253 
1937. 2033 ... 28,905,604 17,011,792 
1936 2064 ... 29,549,047 22,050,093 





Farmers’ Mutual Fire Insurance Companies 


Admitted Surplus to Net Insurance 
Assets Policyholders in Force 
$60,029,119 $55,919,599  $12,704,156,258 
55,069,732 50,162,077 14,317,522,360 
53,276,394 47,705,017 13,788,664,728 
47,214,975 42,052,798 13,067,965, 192 
44,268,249 37,750,803 13,819,223,360 
41,678,437 33,615,464 13,405,775,021 
39,517,192 32,449,997 12,662,414,475 
35,321,773 28,787,279 12,287,049,419 
33,950,524 26,957,050 11,826,063,060 
32,527,701 25,974,018 12,204,981,134 








partment of Agriculture, the average 
annual cost per $100 of insurance 
furnished by such companies during 
the period 1914-1943 was only 26.4 
cents, of which 19.3 cents represented 
loss payments and 7.1 cents repre- 
sented expenses. The highest rate 
during the period was 32 cents in 
1932, and the lowest was the 22.7 
cents registered in 1942. These fig- 
ures cannot be matched by other fire 
insurance companies except under 
very unusual conditions. 


Segregation of the premium writ- 
ings, losses, admitted assets, surplus, 
and insurance in force of farmers’ 
mutual fire insurance companies has 
been attempted for a number of years 
in compiling the American Mutual 
Alliance’s “Directory of Mutual Com- 
panies in the United States,” and sub- 
stantial accuracy has been achieved. 
It is impossible, of course, to develop 
statistics in this field which will be 
exactly comparable from year to year, 
since each year a small number of 
farmers’ mutual fire insurance car- 
riers grow to sufficient size that they 
decide to enter the general-writing 
field, and begin to operate upon an 
advance premium basis. Too, many 
of the older farm companies organ- 
ized to write insurance for farmers 
have come to write 4 substantial busi- 
ness upon such urban properties as 
dwellings, a development which event- 
ually may take them out of the farm 
classification. This has been especially 
true in some of the eastern states, 
where farmers’ mutual fire insurance 
companies have been active for well 
over one hundred years. Changes in 
the local economy have made such 
changes in the insurance companies 
necessary. 


On this page will be found a tabu- 
lation of certain features of farmers’ 
mutual fire insurance over the past 
ten years. The picture is one of grad- 
ual growth, and of successful opera- 
tion. 


It will be noted that there has been 
a gradual decline in the number of 
such companies doing business in the 


United States. One of the factors 
contributing to this result has been 
the tendency already noted for farm- 
ers’ mutual fire insurance companies 
to enter the general-writing field when 
their volume of business has reached a 
certain point ; some of the larger gen- 
eral-writing mutual fire insurance 
carriers in this country began business 
as farm companies. Another factor 
has been a tendency to merge com- 
panies for more efficient operation. 
Such developments tend to more than 
balance the number of new organiza- 
tions formed. 


The growth in net premiums or 
assessments has been fairly steady 
during the ten-year period covered 
in the chart, although there have been 
year-to-year variations. The increase 
has been uninterrupted since 1942, 
even though during the past year sev- 
eral of the largest such companies 
moved out of the farm classification. 
This change on the part of such com- 
panies is in large part responsible for 
the decline in net insurance in force 
which is shown in the tabulation. 


For some years past losses have 
been held at reasonably satisfactory 
levels, with little annual variation 
since the ten-year low point recorded 
in 1942. They never have been so 
high, relatively or absolutely, during 
the decade as in 1936, when they 
mounted to $22,050,093 on a premium 
volume of $29,549,047. 


This successful operation over the 
years has had the inevitable effect of 
turning the attention of general-writ- 
ing fire insurance companies to the 
farm field, and it has been noticeable 
at recent meetings of insurance 
agents’ associations that an increasing 
amount of attention is being given to 
the possibilities of securing more busi- 
ness of this type. The development 
has its ironic aspect, since most of the 
farmers’ mutual fire insurance com- 
panies were formed originally in pro- 
test against the unwillingness of the 
large insurers to furnish farmers with 
insurance protection at rates which 
farmers considered equitable. 
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